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Allied Chemical & Dye Corporation 
61 Broadway, New York 
August 29, 1944 
Allied Chemical & e Corporation 
has declared quarterly dividend No. 94 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable September 20, 1944, 
to common stockholders of record at the 
close of business September 8, 1944. 
W. C. KING, Secretary 











UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A dividend of 75 cents per share has been 
declared on the Common Stock of said Company, 
payable October 1, 1944 to stockholders of record 
at noon on September 16, 1944 
C. H. McHENRY, Secretary. 











LOEW’S INCORPORATED 

“THEATRES EVERYWHERE" 

September 7, 1944 

THE Board of Directors on September 

6th, 1944 declared a dividend at the 

rate of 50c per share on the outstanding 

Common Stock of this Company, payable 

on the 30th day of September, 1944 to 

stockholders of record at the close of busi- 

ness on the 19th day of September, 1944. 

Checks will be mailed. 

DAVID BERNSTEIN, 

Vice President & Treasurer 











Beneficial 


industrial Loan 
Corporation 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/,¢ per share 
(for quarterly period ending Sept. 30, 1944) 
COMMON STOCK 
30c per share 


Both dividends are payable Sept. 
30, 1944 to stockholders of record 
at close of business Sept. 15, 1944. 


Puitip KAPINAS 
Aug. 30, 1944 Treasurer 


RAIL STOCKS 
OVERVALUED? 


Write for FREE Special Report 


Babson’s Reports ~--- 
Dept. M-19, Babson Park 57, Mass. 


Send complimentary report 
“Rre Rails Overvalued?” 
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Never Underestimate the Power of a Woman! 
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PREPARATION FOR PEACE... Although our prepara- 
tion for peace is far from.complete, it is by no means 
bogged down in the “confusion” that some partisan 
witics unfairly allege. In every respect—in diplomatic 
negotiation, in plans of the administrative agencies for 
unwinding the war, even in reconversion legislation by 
our slow-moving Congress—much progress has been made 
inrecent weeks. 

On any comparison of the status of our post-war plan- 
ning—both governmental and by private business groups 
-with that at a corresponding stage of World War I, the 
difference is greatly in favor of the present. As to this, 
a well as in the military conduct of the war, the experi- 
ence and mistakes of a quarter a century ago have been 
put to good use indeed, and from the present evidence, 
will bear increasing fruit. 

The War Production Board has given as much of a 
ween light for industrial reconversion after defeat of 
ermany as anyone could reasonably ask. —The Army has 
imounced the priority system under which men will be 
eturned to civilian life, thus aiding them and their 
amilies in personal planning for the future. The “GI 
bill of Rights” has for some time been law, following 
which Congress passed excellent legislation to govern 
ettlement of claims on terminated contracts. Legislation 
hn surplus disposal is well advanced. While we think the 
ttitude of Congress toward unemployment insurance 
landards for the transition period is too niggardly, it 
an at any rate be said that priority has properly been 
ven to legislation which most directly affects the ability 
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LAURENCE STERN, Managing Editor 





The Trend of Events 


of private enterprise to make its plans for the coming 
period of transition. 

With the planning for reconversion now getting down 
to brass tacks, our next issue will present an extensive 
article on the rapidly evolving policies and procedures, 
together with our analysis of the indicated effects on, and 
the potentials for, each major industry. Meanwhile, suf- 
fice it to say that the War Production Board’s recent de- 
cision to let private industry manage all details of its own 
reconversion—subject only to priority for the reduced 
output of war goods that will be needed for defeat of 
Japan—is a very wise one. Acting Chairman Krug is to 
be congratulated for his sensible statement that the Board 
“can’t wet nurse 200,000-odd enterprises,” that there is 
no need for business to “go through a lot of cumbersome 
red tape to get back into civilian production,” and that 
the board has a responsibility “to remove every obstacle 
that may prevent American industry from going boldly 
ahead when materials and facilities can be released.” 
Though we will meet some bumps in our journey to a 
peace economy, we are definitely on the right road under 
present lines of Washington planning. 


THE C.E.D. TAX PLAN .... Several detailed proposals 
for post-war tax revision have been put forward in recent 
months by responsible private groups. All are to be 
commended in that they make a genuine attempt to put 
the national welfare first, in that they put the primary 
emphasis on the need for high employment, and in that 
each has been the product of long and careful research. 
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Perhaps the most valid general criticism of them is that 
each, in our opinion, underestimates the post-war Fed- 
eral expenditure level or overestimates the post-war 
national income or does both. However, they have the 
very real merit of contributing greatly to public thinking 
on one of the most important and difficult problems con- 
fronting the nation; and surely it is unwarranted to take 
a defeatist attitude on the matter. There must be tax 
reduction and revision to foster a healthy private enter- 
prise. The only question is how much, what kind and 
how soon. We can expect and demand that the new 
Congress will grapple with it as early as possible next 
year. 

The latest proposal for comprehensive tax revision is 
that made public by the Committee for Economic De- 
velopment after more than a year of thorough investiga- 
tion and study. Most of the proposals seem to us ex- 
cellent in general principle, although we take exception 
to the suggestion of equalizing taxation of capital gains 
with taxation of other forms of income. Anything more 
than moderate, flat-rate taxation of capital gains is re- 
gressive, discouraging risk-taking investment and pro- 
ducing no important volume of revenue and thus serving 
no useful purpose. 

It is proposed that half of the Federal revenue be had 
from personal income taxes, the rest from corporate taxes, 
excise taxes on tobacco, liquor and gasoline; customs, and 
estate and miscellaneous levies. Under this plan, reduc- 
tions in personal income tax rates would average only 
about one-third from the severe war-time levies and would 
strongly favor those with incomes under $5,000 a year. 
It is proposed that corporations pay a single Federal in- 
come tax of 16 to 20 per cent. Whether it is feasible, 
from a political standpoint or otherwise, to cut it that 
low within the foreseeable future seems dubious to us. 
The Committee’s calculations are based on the assump- 
tion of Federal spending, with a balanced budget, at the 
rate of $17,000,000,000 to $19,000,000,000 a year, which 
seems to us much below the level that probably will be 
seen; and on the assumption of a national income of 
$140,000,000,000, which may or may not be realizable 
after the war. 

With several of the detailed suggestions in this com- 
prehensive study we fully agree. They are that the ex- 
cess profits tax be ended as quickly as possible; that the 
double taxation of corporate dividends should be elimi- 
nated; that tax allowances for depreciation be liberalized 
to encourage investment; and that provision be made for 
six-year carryforward of operating losses in order to aver- 
age tax liability and thus additionally stimulate produc- 
tive capital investment. 


MOST BASIC PROBLEM ... It is quite clear that the 
paramount problem after the war will be to establish and 
maintain high level employment; and that our Govern- 
ment and our business leaders must come to grips with 
it as realistically as they have dedicated their recent efforts 
to the winning of the war. 

As things stand today, is there any assurance that this 
problem will be satisfactorily solved—solved without a 
super WPA under some new name; solved with 55,000,- 
000 to 60,000,000 persons gainfully occupied in industry, 
services, agriculture, professions, needed governmental 
functions, etc.P We are sorry to say that we can’t feel at 
all sure about it. 

Among business men—though with notable exceptions 


—we see too much of a tendency to belittle the problem, 
too much foolish talk that private enterprise can provide 
jobs for all able and willing to work if the Goverament 
will only “take its hands off’ and “leave business alone.” 
Among politicians of both major Parties, none has yet 
dared to discuss it with full candor—much less to get 
down to the brass tacks of ways and means. 

The Democrats point back with horror to the “Hoover 
depression.” The Republicans orate about the “Roose. 
velt depression”, citing 8,000,000 still unemployed just 
before the war after the New Deal had been in power 
seven years. All of this leaves us very cold. The “Hoover 
depression” in employment and the subsequent continu. 
ing but considerably less severe “Roosevelt unemploy- 
ment” are both past history. It is the present and the 
future that concern us. The problem is not a partisan 
one, anymore than the war effort is partisan; and on this 
biggest of issues political bunk and evasion and double. 
talk will not get us anywhere. 

There is not even realistic discussion, in the platforms 
or the campaign speeches to date, of the proportions of 
the problem—and no down to earth debate on the pos 
sible ways and means of handling it. To have full em 
ployment at approximately a 4o-hour week, it is esti- 
mated that we must have civilian production as high as 
now—plus an additional volume equivalent in terms of 
national income to somewhere between a third and a half 
of present war production. The campaign is yet young. 
Perhaps the President and Gov. Dewey will in due time 
discuss this problem in more than weak generalities. We 
hope so. Otherwise the political debate on domestic eco- 
nomic policy can have scarcely more real substance than 
it has had up to date, which is to say not very much. 
Partisan “‘politics as usual” can’t suffice. 


THE MEANING OF SAVINGS .. . The Department of 
Commerce estimates that in four and one-half years up to 
last June go the American people accumulated savings 
totalling $100,000,000,000; and that the figure will ap- 
proach $115,000,000,000 by the end of this year. It states 
that after deductions for insurance, debt reduction and 
other types of saving for earmarked purposes, there will 
be available some $60,000,000,000 “in liquid savings to 
bolster the post-war market.” 

The story of war-time savings is a most gratifying one, 
and is at least a goodly part of the reason why price in- 
flation did not go further. But it is worthwhile to reflect 
for a moment on the real nature of these savings. They 
are predominantly investments in Government bonds. 
As such, they are as safe from the point of view of the 
individual savers as anything can be. But they do not 
represent material wealth now in being. They are claims 
on the future income of the community. While we have 
no doubt that the required future income will be pro 
duced, it should be remembered that its production is 
not necessarily guaranteed by the existence of $60,000; 
000,000 in what we call “liquid savings” but which could 
with equal accuracy and with more realism be called 
“promises to pay.” 


THE MARKET PROSPECT .... Our most recent invest 
ment advice will be found in the discussion of the pro- 
spective trend of the market on page 594. The counsel 
embodied in the feature should be considered in connec 
tion with all investment suggestions, elsewhere in this 
issue. Monday, September 11, 1944: 
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WHAT WILL TOMORROW BE LIKE? 


Tue war in Europe is nearing its final phase and the 
armies at the front are staking out the field of influence 
each power seeks to occupy. 

It is interesting to note that to Britain was allotted 
the winning of Belgium and Holland as well as the lead- 
ship in the campaign for Italy. To the United States 
fell the task of the liberation of France, and our con- 
duct in the Battle for Paris was a credit to the best tra- 
ditions of this country and of any country in the history 
of civilization. 

Not nearly enough has been said of the great genius 
displayed in the conduct of this campaign which brought 
such a brilliant victory and prestige to American arms. 
But will the outcome measure up to this outstanding 
achievement? Already the political struggle for control 
of France has begun, with the Communists maneuver- 
ing for more and more power and pushing their way 
into key places, forcing out the moderate and other 
factions. 

We might as well face the fact that Western Europe 
has never ceased to fear Communism with its loss of 
liberty for the individual. This is not only true in the 
West but in Eastern Europe as well, where the Rus- 
sians are now impatiently sweeping into lands that are 
not as overjoyed as they might be over liberation from 
Nazi domination. They, too, are wondering—What 
Next? And with good reason, for the Russians have 





Nituting Russian power for German 


a 


REE! 


throughout followed a policy that points to continuing 
encroachment on the sovereignty of the various states. 
The fear of Russian intentions is tempering the en- 
thusiasm of victory everywhere. All would like to know 
at what point—at what frontier—Rus- 


It will take a bit of doing, for it is unlikely that either 
Britain or the United States will permit this to come to 
pass, and the likelihood is that Russia’s sphere of influ- 
ence will be held to a point that will check any danger- 
ous expansionist plans to the West. 

In the meantime, Russia’s moves and countermoves 
have created disturbances and produced confusion. 
Every step taken toward peace thus far has been ham- 
pered greatly by Russia’s aggressive combativeness over 
every question. From the beginning she has wanted every- 
thing her own way. The give and take of compromise 
has been greatly lacking. 

Highly placed Russians in Washington continually 
complain about criticism in our press. There have been 
charges of misunderstanding—something that the Rus- 
sians should easily be able to remedy. All it calls for is 
an official statement setting forth Russia’s position re- 
garding territorial and political expansion—an easy mat- 
ter with Russia’s highly developed machinery for dis- 
seminating information. 

Russia’s so-called realism has stirred to life the devious 
forces in the game of power politics. It has made the 
going difficult in developing peace plans for the post- 
war period. We hope indeed that the meeting between 
President Roosevelt and Winston Churchill will be able 
to solve a number of these basic problems. For it must 
be evident that the self-interest of the Big Three calls 
for the closest kind of collaboration and willingness to 
compromise on the various issues affecting the welfare of 
the individual countries. 

In order to be assured of a (Please turn to page 640) 





sian demands for security will finally 
cease. Leftist activities in France and 
Italy would lead one to believe that 
the Russians are seeking to extend 
heir sphere of influence far beyond 
the line heretofore demanded. The situ- 
tion reminds one ominously of Hit- 
evs assurances after each conquest— 
that he was not seeking further ter- 
itorial gains.” 

It seems that Russia’s political man- 
tverings are not being directed to 
In peace, but to force peace by sub- 


power. If that is so, then the end of 
Vorld War II will only bring an arm- 
tice to bridge over the gap while 
eparing for World War III. And 
tould Russia end up in dominating 
astern Europe and the Dardanelles, 
hich is evidently what she is aiming 
or, and at the same time succeed in 
mmunizing France and Italy, we 
ould be presented with a disturbing |, 2 
toblem of the first magnitude. ee 
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Market Action to Take Now 


The averages are in an intermediate downward trend. The scope of 

decline cannot be forecast, but there is no current evidence that it is 

near completion. We therefore continue to adhere to previous cautious 
policy of these analyses. 


BY AL dt. 


Any idea that the market’s reaction from the July 
average high was a minor technical correction, to be 
followed shortly by advance to new highs, has been 
dispelled by the results since our last previous analysis. 

Following failure of preceding rally to carry above 
July high of approximately 150 in the Dow industrial 
average, the July low around 145 was decisively broken 
last week as liquidating pressure assumed the heaviest 
proportions in many weeks. This technical pattern 
delineates the movement since July 10 high as an inter- 
mediate downward trend. 

Intermediate market declines have differed greatly 
in duration and scope—ranging often anywhere from 
weeks to several months in span, and cancelling any- 
where from a third to two-thirds of the preceding phase 
of advance. This one is already two months old and, 
in terms of the Dow average, has already retraced not 
much less than half of the net gain since last April. 

It is a curious thing that our index of 100 low-price 
stocks has not yet broken its own July reaction low, 
while the contrary is true of the Dow industrial and 
rail averages, of our index of 100 high-price stocks, and 
of the Times and Tribune composite averages. We do 
not interpret this divergence—which is probably tem- 
porary—as bullish. For a long time investor owners of 
better-grade stocks had, on the whole, been viewing the 
future with considerably more reserve than the type 
of individuals whose speculative hopes and fears find 
reflection predominantly in low-price stocks—stocks 
which a great many people would no more “analyze” 
than they would analyze a poker chip. 

On the summer advance, action of our index of 100 
high-price stocks reflected an investment demand quite 
sluggish in comparison with speculative demand; and 
the same had been .true around not much different price 
levels in 1943. Now it is evident, as we had previously 
suspected, that on balance investment operations for 
some weeks have leaned to the selling side. 

The arguments for the bull side have been: (1) Both 
the coming end of the war in Europe and the subse- 
quent period of “reconversion deflation” had been 
psychologically discounted in that the conditions had 
long been foreseen and could contain no element of 
surprise; (2) confidence in a post-transition “catching 
up boom” within a pro-business political environment; 
and (3) a supply of investible funds tending to exceed 
supply of stocks available at prevailing prices. 

As readers of these articles know, we have distrusted 
these arguments—especially the first one—as applied to 
the question of the potentiality of major advance this 
year. There would now seem to be no need for further 
debate. If the defeat of Germany and its economic after- 
math had been psychologically discounted, the market 
would not now be in an intermediate downtrend. 

Consider for a moment the other two bull arguments. 
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The “huge money supply” thesis has been with us for 

a long time but in many periods has proved ineffectual. F ‘35 

It was not for general lack of investible funds that the 

Dow average dropped to 93 in the spring of 1942, or 40 

reacted in 1943 from approximate high of 146 to low 

of 129. In short, the pertinent consideration is not inves- 30 

tible funds alone but also the willingness to employ 3} 

them at prevailing price levels. 

Finally, among thinking investors, confidence in the 2 
“post-war boom” is not without an alloy of uncertainty. St 
This uncertainty does not relate to the anticipated 3¢ || 
generality of a period of good business but to its timing, § 20 | 
its scope as compared with present unprecedented vol- ol 
ume and—above all—to the question of how profitable | 
it may be for corporate enterprise. As to the latter mat- 
ter, it may be noted that reasoned expectations as re had 
gards the speed and scope of post-war tax relief are > *4C0™ 
now leaning to the sober side; and that the advance ape 
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shadows of a determined fight by organized labor to 
maintain and increase the war-time hourly wage rates 
are already being cast. 

Meanwhile the question of how much the post-war 
potentials have been discounted—or over-discounted— 
isnot to be answered by reference to the broad market 
average. The rise from 1942 bear market lows has been 
notably selective—quite limited in a very considerable 
number of stocks whose post-war profit prospects have 
been regarded as dubious; but certainly of very large 
proportions in the great majority of low-price stocks 
in general, as well as in all favored consumer goods 
“peace stocks” such as motors and accessories, house- 
hold equipment, rubbers, merchandizing shares, etc. 

Until a few weeks ago our bulls were taking much 
comfort from the performance of the London market. 
The London rise had been bigger in percentage than 
in New York and had been running much longer. But 
these differences were accounted for by the fact that 
london made its low in 1940 (against 1942 here) when 
France had fallen and Britain stood in mortal peril; 
aid by the further fact that the London low, in rela- 
tion to prices just before the start of the war, was far 
more depressed than our low. For instance, if the price 
indexes of both these markets were put on the base of 
average 1936 prices, it would readily be seen that their 
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general trends and levels over the past two years have 
been fairly closely in gear. 

Moreover, the London market has been rather jittery 
since early August, with the London Financial Times 
average of industrials standing at 135.3 at the end of 
lst week against recovery high of 142.3, a decline of 7 
Points which ranks as a pretty wide move within such 
hort time limits in that market. And the current com- 
ent of London market observers sounds rather familiar 
0 American ears, for example the following from the 
atest summary wirelessed to the New York Times. 
“There is some discussion but no solution so far of 
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post-war problems, which seem to multiply rather than 
diminish. Commercial and industrial questions such as 
controls, costs, labor and taxation are being asked but 
find no set program. Uncertainties regarding the tran- 
sition period consequently fill people’s minds. ... Th« 
fact is that the approach of peace finds the markets 
uneasy. 

Market experience in the late phase of the last World 
War is of limited value as a guide now, but is worth 
brief comment. The industrial average made its 191% 
high in October at 89.07 only a little over three weeks 
in advance of the Armistice. ‘There was no serious “end 
of the war” break, but a gradual and moderate decline 
over a period of about 15 weeks into February, 1919. 
from which point the inflationary 1919-1920 rise began. 
The maximum reaction was about 11 per cent. Com- 
parable reaction in the present instance would take the 
Dow average down to 134. 

Several of the differences in environment seem per- 
tinent to us: (1) Average prices at the time of the Arm- 
istice in 1918 were about 10 per cent lower than they 
had been on American entrance into war, where now 
they are 30 per cent higher than on Pearl Harbor day; 
(2) the early post-war market rise of 1919-1920 had 
great help from strong inflationary commodity price 
speculation which, in our view, seems unlikely to be 
repeated this time; (3) the average investor in 191%- 
1919 had greater faith than now in the basic outlook 
for private enterprise or, at any rate, fewer questions 
in his mind about social-political problems. 

The current trend being downward, we think it futile 
to conjecture as to how long it may go or how long it 
may last. However, we doubt that any quick nose-dive, 
promptly establishing an over-sold position, is likely. 
More probable appears a zig-zag affair, consuming 
additional weeks of time before a firm bottom is estab- 
lished—and with the election, and the end of the war in 
Europe, to be reckoned with. —Monday, September 11. 


595 


QUARTERLY EARNINGS 
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Shifting Trends as Reconversion Proceeds 
BY WARD CATES 


Tue outlook for corporate profits during transition 
has been a subject of much debate and conjecture, and 
today constitutes perhaps one of the most immediate and 
puzzling problems of industry and investors as recon- 
version comes near to actuality. 

There are a number of major factors entering as 
determinants of transitional earnings. Prospective busi- 
ness volume, taxes and profit margins are probably the 
most important elements and taxes, for one, probably the 
most foreseeable of all. There is little prospect of any 
change in the tax structure during early transition, and 
the safeguards afforded by existing tax provisions are 
well known. Briefly, companies in the EPT brackets 
are protected to the extent that they stand to suffer only 
15% of any earnings decline which does not push them 
below EPT levels. Should profits drop lower, the carry- 
back provision saves 45% of the decline in operating 
net. If a loss is incurred, a minimum of 40% thereof is 
refunded as long as the loss does not exceed operating 
profits of the preceding two years. Thus, as far as taxes 
are concerned, there is no mystery regarding their im- 
pact on transitional earnings. The outlook is that taxes 
will not be revised until the end of the global war and 
any subsequent tax relief should be a simple matter of 
mathematical definition. 

Volume, however, is another matter, far more difficult 
to gauge. Apart from demand factors which, roughly 
at least, are fairly well known so as to permit projection 


bearing on transitional volume of production. Tied uy 
with volume is the third major factor, profit margins 

for unsatisfactory profit margins obviously would hav 

repercussions on volume. 

During all-out war production, estimation of earning 
was a relatively simple matter. Most industries operategt 
at capacity levels, thereby obviating all conjecture ast 
demand factors and operating volume. While tax 
placed a ceiling over earnings, big volume put a floa 
under them. The former we must expect to continv 
for some time though eventually in revised manner. Bi 
reconversion, especially after Germany’s defeat, portend 
a general decline in industrial volume and with taxq™ 
high, there will be, at least temporarily, some real 
clines in profits. 

This may last until reconversion is completed an 
latent demand factors, such as large deferred demand! 
numerous lines, begin to operate fully, for a time pé 
haps matching in effect the “floor” under earnings earlifft 
afforded by high war-time volume. 

However, this is looking beyond the scope of this a 
ticle which is to deal with transitional factors in the fi 
instance. These include another problem currently 
ceiving urgent recognition. It is the matter of prid 


which industry will operate at least until the end of t 
global war, perhaps even longer. 
In this particular sphere, there have been some intq 


low-price 
during transition, that is the kind of price control und@ert a st 


esting developments of late, of paramount significanf? with ba 
to every businessman and investor even at the presfillpany ex 
preliminary stage. The question: What price civilif#s means 


of fairly accurate demand trends, there is the complicat- 
ing element of reconversion timing and reconversion 
speed; in many industries, both will have an important 
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oods? is currently pre-empting OPA attention in an 
efort to find a reconversion price pattern for American 
industry. It is a ticklish problem, for potential reper- 
cussions arising from a faulty solution could be immense, 
far transcending the price sphere proper. 

So far, efforts of OPA and industry have not yet pro- 
duced a definte formula for pricing reconversion goods, 
put the general policy likely to be followed is beginning 
to take shape. Nevertheless, the job of writing price tags 
for civilian postwar products is creating a major 
dilemma. Manufacturing costs, as is generally conceded, 
have risen all around, hence prices must rise too if pro- 
duction is to be resumed. The big question is: How 
high should prices be allowed to go? The inter-relation 
between transitional prices and earnings is of course 
readily apparent. 

Seemingly, basic OPA philosophy is that wage rates 
must be kept high so as to sustain national income after 
the return to a forty-hour week. At the same time, indus- 
iry must be assured full production at a profit to permit 

intenance of fullest possible employment. ‘This is 
OPA’s dilemma: If prices are fixed too high, they may 
touch off a postwar inflationary boom which the Gov- 
mment is anxious to avoid. In such an event, OPA 
would run into heavy fire from labor and consumer 
soups and almost certainly have to contend with con- 
iderable pressure from industries operating under tight 
war-time price standards. 

If, on the other hand, prices are not high enough to 
permit profitable operations, many companies may slow 
their reconversion or even be forced out of business, 
meaning eventually the creation of unemployment and 
deflationary trends. OPA then would inevitably expose 
itself to charges of impeding reconversion, depressing 
vage rates and putting a damper on post-war expansion. 

Between the confines of these two extremes, OPA thus 
must work out basic price structures which industry must 
adhere to in the transitional period. In doing so, OPA 
aging profoundly aware of its responsibility as well as the 
d havgigency of the matter. Until manufacturers know what 

hey can charge for the first civilian articles they will 

ggnake in their reconverted plants, no major move toward 

perated conomic demobilization can be undertaken. ‘Time, 
herefore, is of the essence. 


ON 


Complications Arise 


a began, such as automobiles, radios, refrigerators, 

real dashing machines, etc., and ceilings are needed for others 

hich have not been on the market for the average man, 

red an@ich as typewriters and other tightly rationed durable 

goods. Finally a third class must be covered, that is 

Ptirely new goods not produced before the war and 
igemming largely from war-time inventions. 

How is OPA going to handle the situation? So far, no 

is @inite decisions have been made but OPA planning is 

ficiently advanced so that it is possible to foresee much 

what lies ahead. Essentially, OPA intends to follow 

@low-price and high-volume theory which might well 


he following basic procedure is now in the talk stage 

Md actively discussed with representatives of industry. 

@0PA initially would permit costs plus prewar mark- 
nifica® ) with basic figures at first set according to individual 
> prese™illpany experience rather than a blanket trade pattern. 
. civili@us means that OPA would allow a businessman to use 
ent labor and materials costs in fixing his price scale 
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but he would be asked to go back to some “normal” pre- 
war year for his unit margin of profit. Invariably, it 
would mean lower profit margins. 

Take for instance a company making an article which 
before the war cost $100 to produce. On each unit, it 
had a profit margin of 10% or $10 per unit. Suppose 
that due to higher production costs, the same article 
after the war costs $125 to produce. Under the pro- 
posed pricing system, the company could not add its 
former 10% mark-up but would only be allowed the 
former unit profit of $10. In other words, the profit- 
margin would be pared to 8% from formerly 10%. 


Industry's Objections 


Industry reaction to such a pricing policy has not been 
favorable. Companies which may encounter difficulties 
in getting their volume up during the initial reconver- 
sion stage might be hard put to remain in the black 
under such a margin squeeze. Moreover, there is sus- 
picion that price controls will not be dropped when the 
war is over but retained at least until such time as the 
supply of new civilian goods is adequate to meet all 
demands, the apparent object being continuation of the 
fight against inflation not only into transition, but into 
the immediate postwar years as well and at the same time 
getting the economy started on a high-volume, low-price 
basis. 

An important point to consider is that if controls are 
kept for a considerable period, they are apt to kill pro- 
duction incentive unless fairly liberal ceilings are 
granted. OPA knows this full well; a case in point arose 
only recently when the agency was forced to allow higher 
prices to the piano industry, scheduled to return to regu- 
lar output. After that experience, OPA is likely to use 
more practical judgment in guarding against setting 
prices too low. 

There are those, of course, who challenge OPA author- 
ity, charging that the agency exceeds its power and con- 
gressional mandate in trying to control profits instead 
of prices. Since both are closely interlaced, this seems 
to be a moot point, yet the matter has already been 
brought up in Congress and may become the object of 
heated debate. Opponents of the tentative OPA pricing 
policy contend that it would be far better to set initial 
prices relatively high, leaving it to competition to force 
them eventually lower, but OPA appears not convinced 
of the effectiveness of such procedure. 

At is looks now, prices of those articles produced con- 
tinuously during the war will remain under their present 
ceilings during the early transitional phase. For other 
goods coming into production with reconversion, new 
ceilings will be fixed according to some such formula 
as described above, high enough to encourage produc- 
tion but not so high as to gauge the consumer or stimu- 
late inflation. 

While taking into account higher wages and materials 
costs, OPA intends to keep a check on the over-all profit 
position of manufacturers reconverting only partially, 
and also on those whose unit costs will run below pre- 
war due to war-born technological advances. As OPA 
sees it, a company wholly reconverted should be entitled 
to a bigger profit margin than one only partially recon- 
verted, with war business helping to carry overhead and 
providing profits. A further aim would be to discourage 
premature abandonment of war work. 

In all likelihood, the tentative standards thus far 
evolved may undergo considerable modification before 
a final policy is decided upon; yet they illuminate official 
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thinking. No policy finally adopted is likely to remain 
final but rather experimental and subject to progres- 
sive modification as transitional cost experience accu- 
mulates. But it can be readily seen that current official 
thinking leaves little room for manufacturers who think 
in terms of prices up to 50% above prewar levels. Re- 
ports have it that within the OPA, there is strong belief 
that new civilian goods prices on the whole should av- 
erage no higher than 7% above prewar, that is above 
1941 levels. They figure, for instance, that automobile 
makers are entitled to an average boost of less than 5% 
to cover increases in materials costs and wages since 
1941. They argue that average hourly wages in the auto- 
mobile industry have increased only 914%, and only 
44%% if overtime is excluded. They also cite that steel, 
the industry’s basic material, has not increased in price 
at all. 

Similarly, in the washing machine and radio industry, 
OPA estimates that a boost of some 6% would be suf- 
ficient to compensate for higher production costs. In 
the piano industry where wage rates have risen one- 
third, a price increase of some 12% would be needed in 
the OPA’s estimation. These estimates assume 1941 vol- 
ume. Some price economists believe that once recon- 
version is in full swing, expanded volume and lower unit 
costs resulting from greater production efficiency may in 
many fields pay off in prices no higher than prewar. 

In many industries, such contention is seriously ques- 
tioned, as witness statements from within the automobile 
industry that production costs have increased 25% to 
30% during the war. OPA in turn challenges this and 
currently is preparing elaborate studies of what post- 
war prices of the more important civilian goods would 
be if price ceilings were geared to 1938, 1939 or 1940 
profit margins. In doing so 
OPA avers that it is by no 
means seeking a price defla- 
tion but rather a_ policy 
which will guard against in- 
flation and at the same time 
stress the need for higher 
production volume to in- 
crease over-all earnings. Of- 
ficial sentiment is reported 
veering to the idea that the 
anticipated postwar replace- 
ment boom, notably in dur- 
ables, provides an excellent 
opportunity to experiment 
with the low-price, high- 
volume theory. It would 
mean that by forcing up the 
break-even point, a company 
in order to match prewar 
earnings would be obliged 
to boost production accord- 
ingly. 

Eventually, of course, the 
proposed pricing system 
would be bound to run into 
trouble. The time would 























ahead. The more immediate problem of working out 
price formulas for the difficult early reconversion stage 
is formidable enough. Tacitly, official quarters admit 
the virtual necessity—to promote quick reconversion—of 
pricing early reconversion goods according to rather 
more liberal standards than many civilian goods pro. 
duced throughout the war. In evolving an actual for- 
mula, OPA is starting out with 1941 factory costs, based 
on 1941 volume. To this they are adding increases re. 
sulting from higher material costs and boosts in straight 
hourly wage rates. More difficult is the next step, to de. 
termine how much margin will be needed as an incen- 
tive to reconversion. The point is not yet settled but 
with time pressing, a final decision cannot be long post- 
poned. Reconversion is close at hand and it would be 
disastrous, as OPA well realizes, if incipient reconversion 
industries would languish—with resultant unemployment 
—because of failure to be ready with a pricing policy 
when needed. 

Incidentally, the cost of reconversion apparently will 
receive little recognition in postwar pricing. OPA’s idea 
is that such costs should be amortized over a period of 
years rather than at once, a standpoint with which in. 
dustry on the whole is in agreement. 

Meanwhile on certain price fronts, automatic adjust- 
ments appear already in the making, the result of nat- 
ural tendencies rather than OPA inspired policies. In 
retail quarters it is found that while prices are not 
changing much, there is a definite trend towards restor- 
ing quality, and this trend is only getting under way 
as the buying public is increasingly inclined to question 
values. In a sense, therefore, price deflation has already 
started in some lines, not marked by price decreases 
but rather by upgrading of quality. Once quality is re- 
stored, it is expected that 
this trend will probabl) 
bring about lower prices as 
well, at least in the long 
run. Nevertheless, as OPA 
sees it, a manufacturer de. 
spite restoration of quality 
cannot raise his prices pro 
portionately without OPA 
permission. The probable 
outgrowth will be that in 
many lines, a tight pricing 
policy will impede rapid 
quality upgrading until pric 
ing formulae are liberalized. 

From all this it can be 
readily seen that gaugin; 
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corporate profits during 
transition is an arduous | 
not impossible task. With 
the tax outlook fairly wel 
fixed for the more imme, 
diate future and with de 
mand prospect s—due ij 
large demand _backlogs—m 
particular problem in mo‘ 


come, sooner or later, when 


Every manufacturer, such as this maker of war-important 
switchboards, is wondering how he can price his product 
after he is allowed once more to supply the civilian market. 


lines of business, OPA pric 
ing policy in the last anal) 


OPA could no longer post- 
pone industrywide competitive pricing (instead of on 
an individual company basis). Presumably, this would 
call for some line being drawn, enabling all but highest 
cost producers to reap a fair profit. The question arises 
whether it might not be more practical to do so in the 
first instance, but at present OPA is not looking that far 
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sis will be the final arbitd 
of corporate earnings, hence determination of sud 
policy is of elementary importance. It is for this reas0 
that we have discussed current trends and ideas in suc 
great detail. 

Another complex factor, even harder to gauge, is th 
competitive element, the im- (Please turn to page 63} 
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PUBLIC DEBT AND BANK CREDIT EXPANSION DURING THE WAR 
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Who Owns the Publie 


BY £. 


Ar the end of August, the Federal debt has moved 
past the $211 billion mark, an increase of some $70 bil- 
lion within the span of a single year. By the end of 1944, 
the total may be considerably larger. To the average 
man, such figures are often too great for comprehension. 
The amazing war-time increase and present size of the 
Federal debt are perhaps more readily grasped when re- 
duced to a per capita basis. On this basis, the present 
share of the debt load of each man, woman and child is 
now about $1,550 compared with about $1,000 a year ago. 

To understand fully the significance of these figures, 
consider that the average taxable wage of all workers 
covered by the Social Security Act was $1,380 in 1943. 
The average total wage of all employed persons in the 
same year was about $1,925. Per capita debt, in other 
words, is closely approaching the average annual income 
and will probably exceed it by the time the global war 
Is over. 

This relation between average earning power and 
average debt load is highly significant. Each worker’s 
share now presents practically a year’s wages. The debt 
is mainly represented by outstanding Government bonds 
and the value of these bonds depends on the labor and 
earnings of the people and on their capacity to provide 
enough in taxes to pay the interest and redeem the prin- 
cipal at maturity. 

In the widest sense, our Federal debt consists of prom- 
ises payable to ourselves, therefore the debt is owned by 
ourselves, the people as a whole. Actually, however, it is 
hot quite that simple. Ownership of the debt is far from 
evenly distributed and the manner of distribution is re- 
plete with economic, fiscal and social implications which 
should be understood by everyone, for no one will be 
immune from their future impact. 
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FOURTH WAR LOAN 


JUNE-JULY-1944 


FIFTH WAR LOAN 





Debt? 


KRAUSS 


War finance is the counterpart, in dollars, of our amaz- 
ing war-time production effort and therefore no less im- 
portant. This production effort, and the war as a whole, 
is being financed by taxes, savings and inflation. Taxes 
roughly take care of about 40% of the Treasury’s require- 
ments; of the remaining 60%, three-fifths are derived 
from borrowed savings and two-fifths obtained by infla- 
tionary credit expansion. 

The inflationary portion is represented by the amount 
of sales of bonds to banks, a process which increases de- 
posits, our principal circulating medium. When de- 
posits expand, the amount of capital available for ex- 
penditures increases. If there is no corresponding in- 
crease in the supply of civilian goods, prices will rise. 
As they do, wages tend higher and a cumulative spiral 
of inflation is thus set in motion. 

To keep down the inflationary portion, we have en- 
deavored to raise as much as possible of the war costs 
through taxation but obviously there are limits to the 
nation’s ability to pay taxes. Our second objective has 
been to sell the largest practicable amount of war bonds 
outside of the banking system, that is, to borrow as much 
as possible from current savings. Moreover, to mitigate 
the cumulative effect of rising prices and wages, we have 
instituted economic controls, such as price ceilings, ra- 
tioning, wage and salary limitations and other restraints. 

Though the war cost to the Government may be de- 
ferred by borrowing, the cost to the citizen, in the first 
instance, cannot be deferred to any great degree. In- 
evitably, it has to be paid when incurred. This is readily 
apparent when one realizes that substantially all Govern- 
ment borrowing is made from its citizens, the money 
merely taken from one pocket and put into others. The 
important question, therefore, is not so much when shall 
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war costs be paid but how! We have shown before how 
the war is being financed. While Government policy has 
tried hard to keep the inflationary part at a minimum, 
this portion is nevertheless quite sizable. This need cause 
no great surprise, for in the case of very heavy expendi- 
tures such as required by this global war, a certain 
amount of inflationary finance appears economically as 
well as politically unavoidable. 











PERCENTAGE DISTRIBUTION OF PUBLIC DEBT 
OWNERSHIP AS OF 6/30/44 

NONBANK INVESTORS... 59% or $117.7 bills 
Govt. agencies..........000- 0% 

Insurance cos.......... oie 8.3% 

Savings banks... 22002000006 3.7% 

Other investors............0 37% 

BANKING SYSTEM........ 41% or $83.4 bills 
Commercial banks..........-. 4% 

Fed. Res. Banks.........+ eA 71% 

WEI skGuSuwesesiasowe 100% or $201.1 bills 




















Throughout the five war loan drives, increasing em- 
phasis was placed on selling securities to individuals and 
other non-banking investors but experience has shown 
that a large loan drive is inevitably accompanied by a 
substantial increase in bank credit. ‘This stems from two 
causes. One is that banks are called upon to absorb a 
heavy amount of securities by investors anxious to raise 
funds for new subscriptions; the other is a sharply 
stepped up demand for bank loans for the same purpose. 
This experience was especially pronounced during the 
5th war loan drive. During the four weeks roughly cov- 
ering this drive, holdings of Government securities by 
reporting member banks expanded by fully $4,648 mil- 
lion while loans on Government securities increased by 
$1,807 million, with a total expansion of loans and in- 
vestments of $6,806 million. Loans and investments of 
all commercial banks increased by $11,563 million or no 
less than 54% of the total subscriptions to the 5th war 
loan. 

As evident from the accompanying graph based on a 
compilation of the National City Bank, this percentage 
of bank credit expansion in relatien to debt increase was 
the highest yet, emphasizing that initially, over one-half 
of the 5th war loan was subscribed on a purely credit 
basis. During the 4th war loan drive, the ratio was 34%, 
while it was 46% and 43% during the grd and end loan 
drives respectively. During the first war loan drive, the 
ratio came to 41%. 

This does not mean, of course, that such large per- 
centages of these war loans were indirectly furnished by 
the banking system. Invariably, in the weeks following 
the loan drives, there occur widespread adjustments lead- 
ing to retirement of a substantial portion of the credit 
used to buy war bonds. As a result, the net expansion of 
bank credit as it finally works out is usually considerably 
smaller than initially indicated, reducing to that extent 
the inflationary character of the financing. 

Since last October, commercial banks have obtained 
nearly all their increased holdings of Government se- 
curities by purchases in the market rather than by sub- 
scriptions for new issues from which they have been 
excluded since the grd loan drive. As a consequence, the 
proportion of bank takings to total increase in the public 
debt has been narrowing. In the first four months of this 
year, the banking system increased its holdings by an es- 
timated $4.7 billion of securities, representing little more 
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than one-fourth of the $17 billion increase in Govern. 
ment debt during the period. During the full calenda 
year 1943, there was an increase of $23.8 billion or 42%, 
of the debt expansion. In 1942, the percentage was 49%, 

On the surface, this would — as a salutary trend in 


the direction of progress of the Government program 
aiming at greatest possible war financing outside of the 
banking system. Unfortunately, between loan drives 
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there usually occurs rather heavy redistribution of thf 
new securities bought and a goodly part thereof finds its f 
way back into the banking system, mostly remaining 


there. In other words, there has been, so far, no real 


abatement in the trend towards expanding bank creditf 


on one hand and increased Government bond holding 
of the banking system on the other. While up till early 
this year, deposits and bond holdings of reporting mem. 
ber banks rose in a steep parallel curve, the former since 
the turn of the year tended downwards while bond hold. 
ings continued on a level line, indicating continued bank 


absorption of Government bonds despite declining vol-f 


ume of deposits. In short, banks not only did not liqui 
date bonds but added to their holdings. 

A few figures readily illustrate this trend. Deposits of 
member banks on August go were $53.30 billion com 


pared with $30.70 billion in December 1941. Bonif 
holdings during this period almost tripled, rising from 


$15.29 billion to $41.67 billion. Thus the high totals of 
war bond sales reported outside of the banking system 
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are in a sense illusory, with Government financing stil 
heavily dependent upon bank credit, directly and ity 
directly. 

Analysis of ownership of the Federal debt confirms thi 
conclusion. Of the total debt of $201 billion outstanding 
on June 30, 1944, Government agencies and trust fun 
held about 10%, commercial banks and Federal Rt 
serve Banks about 41%. The remainder was held } 
various groups of other investors. Insurance companif 
held some 8.3%, mutual savings banks about 3.7%. : 
relatively small amount was held by State and local go! 
ernments. Corporate business holdings are estimated } 
about 17%. Individuals, partnerships and _persot 
trusts as a group appeared to hold somewhat more thi 
20% of the total, or over $40 billion. Of the latter, mo 
than three-fourths is held in the form of savings bon! 
that are generally redeemable on demand. 

So far, then, about 41% of the debt or $83.4 billio 
have been financed by means of bank credit, with 59! 
or $117.7 billion borrowed from savings. These figut 
are important for their longer range implications. Tht 
highlight, first of all, the interest of the various credit 
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Increase in fiscal years ending June 30 | 

Outstanding on | 

1941 1942 1943 1944 |June 30, 1944 | 
Nonbank Investors, total........ 3.6 15.0 32.3 37.9 117.7 
Govt. agencies and trust funds... |1.4 $1 3. 648 19.1 
Mutual savings banks......+.+++ 0.3 05 1.4 20 7.3 
Insurance companies....+ee+++++ 0.5 19 3.9 40 16.8 
Other investors.....seeeeeceses 1.4 10.5 23.3 27.1 74.5 
Banking system, total.......+-+. 3:3 6.8 30.6 23.7 83.4 
Commercial banks....-eecee+eee 3.5 6.3 26.0 16.0 68.5 
Fed. Res. Banks.....-+-.seseeee 0.3 0.5 46 7.7 149 

Total interest-bearing direct and 

guaranteed debt...........++ 69 21.8 63.0 61.6 201.1 
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groups in maintenance of the value of their investment. 
A large part of the debt as shown in the appended table 









42%,— is held by banks, insurance companies and other savings 
49% & institutions. The future welfare of millions of people 
ndinf depends on their continued solvency which in turn is 
gram closely related to maintenance of the value of their assets. 
f the That value, in the last analysis, depends on the labor and 
re earnings of the people and their ability to pay taxes. 
ik the 
ds its f Sound Policy Key to Solvency 
ining f 
) real We cannot support the value of these assets, repre- 
creditf# sented by insurance policies, savings deposits, social se- 
dings curity benefits and other sources of future well-being by 
early— piling up more promises payable to ourselves. Rather, 
mem-f the situation calls for economy, a sane fiscal policy after 
since— the war that not only limits the inflationary potential 
holdf arising from the expansion in bank credit but eventually 
| bank— permits reduction of the debt. In other words, the trend 
g vol} should be away from the inflationary fiscal and monetary 
liqui} policy imposed by war conditions. 

Existence of a large outstanding debt and the necessity 
sits off of further large borrowings forms an important factor 
. com-§ affecting that policy. The policy itself relates to fluctua- 
Bondf— tions in business, so that consideration of the Federal 
r fronf debt involves also consideration of business fluctuations 
tals off as an important factor to be taken into account in ap- 
system praising future fiscal policy. To the mere size and 


existence of the debt and to its bearing on policies of 
monetary control may be added a third important aspect, 
namely the position which Federal obligations have 
come to occupy in the banking structure. 

The banking system in the past four years has been 
called upon to add some $64 billion to its holdings of 
Government bonds, providing the basis for doubling the 
volume of bank deposits and currency. While the in- 
crease in these two circulating media represents in part 
the needs of businessmen and individuals for cash, to a 
greater extent it is indicative of a preference for cash as 
a means of holding their liquid assets and their savings. 

The banking system in the future will be acutely affect- 
ed by the market for Government bonds. Thus consider- 
ation of the Federal debt involves a significant cross sec- 
tion of the important financial and business problems of 
the future. At the same time, it is of course a political 
problem of the first magnitude. Determination of the 
future of the debt lies within the power of Con- 





tion of the debt among bank assets, and (4) impediments 
to money management caused by the debt and its con- 
tinued expansion. 

Points 1 and 2 have been commented on before and 
need no further elaboration. As to point 3, the difficulty 
involved concerns the relationship of bank holdings of 
Government obligations and bank deposits. In periods 
of pressure upon banks, their liquidity is dependent on 
the type of their assets and any decline in the value of 
their security holdings may lead to difficulties. This 
raises the Question: What will happen when banks be- 
gin to sell their governments? Also, to what extent will 
the banking structure be able to absorb readily further 
increases in the debt? With bank earnings low and with 
commercial loans yielding a higher return than short- 
term government maturities, it obviously will be to the 
bank’s advantage to lend their funds rather than place 
them into or leave them in governments. 

It seems an inescapable conclusion that, granted active 
post-war business, banks will not be as eager purchasers, 
or holders, of Federal bonds as they are during the war 
when lending possibility was enormously restricted due 
to the sweeping Federal lending activity in the interest of 
the war effort. Even today, bankers question the wisdom 
of heavy Government portfolios and the desire to reduce 
them after the war is bound to manifest itself. If so, the 
Treasury will probably have to resort to a greater extent 
to the non-banking market for funds, a prospect in itself 
replete with far-reaching implications. 

Under point 4, we have mentioned impediments to 
money management caused by the debt. This is already 
making itself felt. The fulcrum of monetary control is 
in the matter of bank reserves; the heavy bond load of 
banks handicaps the protective mechanism furnished by 
monetary controls against inflation which are becoming 
increasingly ineffective. 

In the foregoing, we have touched upon some of the 
problems likely to arise from bank credit expansion. Debt 
management in post-war years will of course be deter- 
mined by a number of uncertain variables, produced by 
unpredictable future events and the heritages arising 
from present policies. Some of the problems created are 
predictable but the variables affecting even the known 
problems are quite numerous. They consist of such fac- 
tors as final size of the debt, whether it will continue to 
rise after the war (as it prob- (Please turn to page 637) 





gress through its control of Federal revenues and 
expenditures but its action and the results are 
both affected by financial and economic factors. 


they have existed under a sufficient variety of 
conditions and their mechanism is sufficiently 
well understood so that we can be tolerably cer- 
tain of the results which come when such debts 
get out of hand. The inflationary possibilities of 
a large and increasing debt are too well known 
and well understood to be ignored. However, 
this is not the only difficulty involved. 

_Large bank holdings of Government obliga- 
lions create problems of banking operations on 
one hand and of money management on the 
other. Logically, the possibilities of economic 
disturbances involved in a large and growing 
debt may be divided into (1) the inflationary 
Possibilities arising directly from the existence 
of the debt; (2) such possibilities stemming from 
‘ale of the debt to banks; (3) trouble caused the 
banking system by reason of the important posi- 
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Governmental debts are not a new problem; _ 
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STEEP WARTIME RISE IN PUBLIC DEBT 


















BY V. L. HOROTH 





‘Lo judge by the speed with which history has been 
made during the past few weeks, the attempt to review 
at this point the inflationary conditions around the world 
may very well prove to be a description of the situation 
on the threshhold of peace in the West. As a matter of 
fact, the possibility of an early peace has already in- 
fluenced inflationary forces, and new trends have em- 
erged. In some countries, inflationary pressure has been 
showing signs of abatement, while in others the working 
of the inflationary spiral seems to have accelerated. At 
any rate the picture of inflation around the world is no 
longer that of uniformly rising prices and of a speeded 
up expansion in currency notes and bank deposits, as 
it was a year ago or even early this year. Many countries 
appear to have passed the peak of inflation, but as the 
excess purchasing power still continues to accumulate, 
the danger of runaway inflation is by no means over. 

One of the most important influences moderating the 
inflationary pressure has apparently been the willingness 
of the general public in certain countries to refrain from 
buying and to wait for the end of the war. This attitude 
has made the control of prices considerably easier. Other 
factors working toward lower prices have been good crops 
and generally improved distribution, which, of course, 
must be attributed to the effective control of the sub- 
marine menace. Many restrictions on the international 
movement of goods have already been lifted, not only 
in the United States but abroad as well, and the import 
trade figures of a number of countries are showing a 
steady growth. As a matter of fact, the import situation 
has improved to such an extent that some Latin Ameri- 
can countries are already beginning to show discrimina- 
tion as to what they want to buy abroad. Up to now 
they have been willing to import anything in order to 
mop up the excess purchasing power at home and to 
keep the prices down. 

Another indication of the appearance of new trends 
has been increased nervousness of speculators, and breaks 
in black markets have been reported from such widely 
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scattered countries as Egypt, Portugal, India, and Mex 
ico. Mexican black markets apparently receive a jolt 
every time Washington increases the output of goods for 
civilian use. Gold prices in some free markets have also 
weakened, particularly in Alexandria, a sign evidently 
that in Egypt purchasing power is no longer generated 
at the rate it used to be. 

But as against the countries where the inflationary U 
forces show signs of abating, are the countries controlled 
by the Axis Powers and China, where the inflation spiral 
is still being accelerated. On the Continent of Europe, 
the extensive and complicated price control system 1m- 
posed by the Germans are being slowly undermined }y 
black markets and the expanding system of barter, 
























against which the authorities seem to be powerless. The] Great 
grandiose plan of reducing the huge internal debt by —_ 
the sale of Russian and Polish State property acquiret mg 
during the early years of war has come to naught. IIB! Canad. 
fact, as more territory is now being lost, the relatio! o~ 

nite 


between the supply of money and the available good 
gets steadily worse. In Germany the flight into red 
values assumed alarming proportions some time agi 
despite the obstacles put on the transfers of real estat 
and securities. Germans apparently prefer anything 
cash now, and it is said that the values of stamp collet 
tions and of dubious art objects have gone up in pric 
from 200 to 400 per cent during the last year alone. 

In that part of the world which is under control of 4 
open to the trading of the United Nations, inflationar 
conditions have be*a most serious in the Near and Mit 
dle East, in Egypt, Iran, Iraq, Turkey, Syria, Frendj 
North Africa, and India. As will be seen from the aq 
companying table, the cost of living in Iran has gone ¥f 
almost 800 per cent since the outbreak of the war, ail 
in Iraq the wholesale prices were up about 600 per ce 
since 1939. 

The export surplus played only a minor part in t 
accumulation of relatively huge purchasing power ai 
in the inflationary conditions in the Near and Midd 
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East. The principal factor has been the Allied army 
expenditures, made chiefly for food, the supply of which 
was either limited or actually below normal partly be- 


cause of bad crops and partly because of the inability 
to bring in normal imports. Hoarding by farmers and 
speculation by retailers have aggravated the situation. 
With rice in India and beans and millet in Iraq and 
Jran selling at prices from ten to twenty times as high 
as before the war, the situation became particularly 
‘serious for wage earners. The people who made money 


have been principally farmers and retailers. 
The governments have taken various measures to deal 


with the situation. India has introduced rationing of 


| Mex. 
a jolt 
ods for 
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wheat and rice in cities over 100,000. Egypt has experi- 
mented with price ceilings. Some of the countries have 
raised internal loans, and all of them have increased 
taxes. The sale of gold coin and bullion has also been 
resorted to as a means of mopping up excess purchasing 
power. It is escimated that the Indian hoarders of gold 
are at present absorbing between $100 and $200 mil- 
lions of metal a year. 
Since the real cause of the inflation 
and Near East has been the shortage of foodstuffs, the 
‘more effective have been the measures assuring increasd 
food supplies. Larger acreages have been put under grain 
in India and Egypt, chiefly at the expense of such indus- 
e crops as cotton and jute. In India two good wheat 


in the Middle 


crops have been harvested since the famine crisis in 1942, 
and the present rice crop is by far the largest on record. 
Moreover, more food is being brought from outside, and, 
what is the most important in the case of Egypt, French 
North Africa, Syria and Iraq, with withdrawal of main 
armed forces to other theaters of war has resulted in 
decreased demand for goods. 


Hence, prices have de- 


dined somewhat in Iraq, Iran, Syria, and even in India 


























The Near and Middle East 
Percentage Changes since 1939 
Wholesale Cost of Notes in Bank 
Prices Living Circulation Deposits 
Pre-Warto Pre-Warto Pre-Warto Pre-War to 
latest latest lat latest 
ilabl ilabl ilabl available 
UMMOARS ols's wsciccisies 519 240 219 — 
NAGI he iaisideckes 456 — 621 790 
Deacarce suse. 403 7167 516 — 
ir re 237 131 335 274 
Mo ecs ssc ctcuwe 204 137 305 188 
erie sdaws corees 199 167 274 — 
Latin America 
Percentage Changes since 1939 
Wholesale Cost of Notes in Bank ( 
Prices Living Circulation Deposits 
| Pre-Warto Pre-Warto Pre-Warto Pre-War to 
| lat Lf tit.) 25.8.) latest 
RGA cesececaeus a 234 207 177 
GUM Se Nevins sala 97 109 144 82 
RAMEIROs © asinine 93 99 157 463 
NAMM gous ool dio stor oo 82 233 —_— 
ORO o v's oa Sea ccere 106 65 176 171 
Casta Rilea..56.5-s yh 65 185 131 
Colombia.......... — 37 113 137 
Oe — 13 43 61 
Argentina......... 101 9 69 64 
Oe re 33 8 117 103 
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United States and British Empire 
Percentage Changes since 1939 














Wholesale Cost of Notes in Bank 
Prices Living Circulation Deposits 
Pre-Warto Pre-Warto Pre-Warto Pre-War to 
latest latest latest Late 
Great Britain. ...... 71 30 119 84 
South Africa....... 56 29 144 136 
Ut eee — 71 86 48 
New Zealand...... 49 ae 91 64 
a aa ee 40 18 227 75 
OO See 38 22 221 60 
United States....... 37 26 195 83 
Continent of Europe 
Percentage Changes since 1939 
Wholesale Cost of Notes in Bank 
Prices Living Circulation Deposits 





Pre-Warto Pre-Warto Pre-Warto Pre-War to 
latest. latest latest latest 
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where the expenditures of large Allied forces still con- 
tribute to the creation of excess purchasing power. 

The causes that have led to the inflation in Latin 
America have been basically the same as in the Near 
and Middle East: the shortage of goods available for 
purchase in the face of a greatly expanded purchasing 
power. But while in the East it was primarily the ex- 
penditures of Allied forces that contributed to the ex- 
pansion of the purchasing power, in Latin America it 
was the excess of exports in the trade with this country 
and Great Britain. Moreover, the inflation in the East 
was touched off by the shortage of food; in Latin Amer- 
ica, by the shortage of industrial goods and power fuels. 
Factors of less importance have been the inflow of for- 
eign capital (except in Mexico, where it was important), 
and some deficit financing, notably in Chile, Mexico 
and Argentina. In Argentina the deficits were incurred 
in buying up the surpluses of farm products such as corn 
and flaxseed, for which the markets have vanished. The 
rise of wages has been a minor factor, the wages in 
Latin America usually following rather than preceding 
the rise of prices. The exception has been Mexico, where, 
as a result of large wage increases, the purchasing power 
has been expanding faster than the available supplies of 
goods. To keep prices down, it has been necessary to 
restrict exports and to control the distribution of prin- 
cipal food staples. 

As the tables show, the cost of living rises in Latin 
America have been generally smaller than in the East, 
ranging from less than 10 per cent for Uruguay and 
Argentina to 234 per cent for Bolivia, which together 
with Mexico and Chile, have been the only countries 
with a substantial rise in the prices of food. In Argentina, 
where the purchasing power of the public must have 
risen by at least $2 billions as judged by the increase 
in currency notes outstanding and bank deposits, the 
prices of food have remained at about the same level 
as before the war. Industrial products, however, have 
risen on an average from 100 (Please turn to page 638) 
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By E. K. T. 


TAXPAYERS will continue to pay the piper long after 
the war tune has died down. Congressional rate-makers 
don’t see much relief for several years after the shooting 
ends. Lone exception may be corporations, concededly 
overtaxed, and needing encouragement in the reconstruc- 
tion days. Congress taking the position that the people 





Washington Sees: 


Official back-patting messages on Labor 
Day were fulsome but carried an undertone of 
apprehension. They were written with knowl- 
edge that the next anniversary probably will 
find the war concluded and the problems that 
come in the wake of a world conflict multiply- 
ing. In a sense they appraised past perform- 
ance, only; did not look to the future. 


The prospect of post-war unemployment be- 
comes clearer even as the War Manpower 
Commission frets over current labor shortage 
on "must" items of production. In the few in- 
stances of cutbacks to date, the flow of men 
to other types of work didn't follow the plan. 


The smooth management-labor relations 
which have continued through the war period 
with only minor deviations, sprang from a col- 
lective bargaining system that fed off strong 
organization on both sides which, in turn, had 
continuous production for sustenance. United 
in a common cause, with monetary costs not 
too important, employers and employees had 
little trouble reaching a meeting ground. Set- 
tlements will be harder in peacetime. 


The pattern of after-the-war collective bar- 
gaining will be fairly well delineated by events 
between now and the first Monday in 1945. 
The fingers of many an official's, and labor lead- 
er's, hands are crossed. 
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couldn’t meet higher tax bills and also buy bonds, elected 
to keep the former down. Meanwhile the bills piled up, 
must be met. 


O P A CEILINGS on foods are likely to begin a climb. 
Recent parity legislation—congressional attempt to make 
a farmer’s income square with the outgo, by measuring 
his purchasing dollar in terms of prices of the things he 
buys, and taking up slacks as they appear—is headed for 
grief. O P A has found, for example, application of the 
law to eggs would put consumers’ cost at gO cents a 
dozen. Old ceilings were continued “while a formula 
is being worked out.” 


PERMANENT STATUS for the Office of Civilian Defense 
is projected within that organization. Set up to train 
civilians in methods to minimize the hazards of bomb- 
ings, invasion and sabotage, O C D branched off into 
folk dancing and other sidelines but was quickly steered 
back to its original path. With recreation programs in- 
herent in management-labor relations today and spread- 
ing, O C D envisions a federally-aided program for life 
and property protection, mixing recreation into the 
first-named category. 


GENERAL MARSHALL'S proposal that the post-war 
military force be but a small, efficient army, backed by a 
trained civilian reserve corps has virtually assured early 
enactment of peacetime draft legislation. Not a military 
course in a high school or college curriculum, but full: 
fledged army training, is planned. It’s the equivalent 
of maintaining a standing army of considerable size, but 
Congress, reviewing the events of the past three years, 
counts that cost cheap. 


“E™ AWARDS for efficiency in war production have gone 
io only three per cent of the plants in the United States 
—a total of less than 3,000 winners. That creates an int- 
ference which Army-Navy judges say is not warranted 
by the facts. The right to fly the burgee and present 
employees with lapel pins is measured against 12 criteria 
and, although the “E” has aided morale, production, 
efficiency, and labor-management relations, the awarding 
agency has only a skeleton staff of examiners. 
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Peace feelers from Germany raise the question whether either 
the army or the Nazi party would recognize the surrender of the 
other. The army, Washington high command is convinced, would guit 
today; the party would prolong the conflict. They're commingled, 
each a check on the other. 

















F D R's political speeches will be few and run to a general 
pattern: quick end of the War of the Pacific, and protection of 
U. S. interests at the peace table. War in Europe will be over, or 
nearly so, by Election Day, hence the President's increased expression 
of interest in the fight against the Nips. 











Strong point democratic speakers will make is that Roosevelt 
has the confidence of Churchill and Stalin, could get their support 
in the Pacific where our interest is primary, their's secondary. 











Capture of the rich oil fields of Rumania will ease gasoline rationing in 
the spring, probably end fuel oil curbs. Office of Price Administration ducks the 
question, privately admits that's the obvious result of tapping the huge new source. 











The British censors aren't going to help Adolf Hitler by telling him what 
and where his robots have hit, but it can be said with assurance that authorities 
here agree that they have not damaged England's industrial works significantly. 











Britain regards its war production program over for the present at least. 
She may resume if the necessity appears when war in the Pacific intensifies. But for 
all practical purposes, reconversion today is becoming a fact and not a subject of 
legislative wrangle in England. 











After five years of war, Britain finds the necessity of getting civilian 
production moving or accepting "duration" status as a military post. 








While it can be stated on official authority that the country's industrial 
plant is not. only intact but also tremendously grown since war began, it is not to 
be assumed that Britain has reached industrial self-sufficiency. 











To touch upon a single item -- building materials: robots, alone, have 
destroyed the homes of two million persons. The materials to rebuild must come 
largely from the United States. 











Shipyard labor on the East Coast is becoming a serious problem, despite 
relatively high wages. War Manpower Commission will take steps to relieve it, even 








to the extent of importing workers from Jamaica and running the chance of union 
flareups. 


First test will be made in New Jersey shipyards, probably before the end 
of September. Initial importation will number 1,000 men. Government worries in the 











order of their importance are: union reaction; housing; furnishing accustomed diet. 





Strictly from the businessman's point of view, the Dumbarton Oaks world 
peace conference had no serious immediate impact, but it carried portents. The 
secrecy surrounding proceedings, against which the press railed, wasn't resented alone 
because it dammed back news copy. 








‘ 


. Thus far, there ‘hhave been four international parleys -- food, relief, 
monetary, and world security -- and press and public have been given "slim pickin's" 
on what went on. 
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responsible. Then that reason was dropped, the principle of star chamber meetings 


Until Dumbarton Oaks, newsmen were told lack of housing accommodations was 








stoutly defended by the State Department. 


Bluntly stated by Under Secretary Stettinius, the public will be advised 





when conclusions are reached, given no play-by-play report of deliberations. How- 





ever, such matters can't be handled in open "mass meeting." Final decision could 





rest with 34 individuals -- ttwo-third of a bare quoram of U. S. Senators, having 





treaty ratifying power. 





Washington correspondents forecast that the national campaign will go into 





the final stretch with two seemingly minor issues supplying the battleground: — 
1. Senator Truman's qualifications for the vice presidency; 2. The propriety, plus 








the value, of union political activity. 





Truman appears to have cast off the Prendergast machine stain. PAC has 





withdrawn union funds from the campaign, now uses only voluntary contributions. And 
the Political Action Committee grounds its interest on the promotion of union benefit, 
not the advancement of parties or candidates. 





Concern is expressed here that P AC, if on the winning side, will repeat 





the performance of John L. Lewis when he found himself with the victor in 1932 -- 





demanding the right to control legislative programs. 





Writers back from the Dewey camp say of his managers: "If they aren't 





genuinely confident, they're the world's best actors." The party rates PAC opposi- 





tion as valuable as the New Deal regards its support. 


Inside democratic circles there is great optimism over what is described 





as an assured llth hour turn that will bring in 5,000,000 "doubtful" votes. The 





polls indicate a Roosevelt lead, which implies a majority of the now undecided votes 
would go to him anyway. 


A possible happening: a statement by Wendell Willkie unqualifiedly indors- 





ing F D Ras the candidate best fitted to guide the Nation during the next four 


years. 


W. L. Clayton, Surplus Property Administrator, seems headed for short 





tenure in office. He has tangled with the Senate on the fundamental point of land 





‘disposal in small units, as proposed by that body, or in "job lots" to high bidders, as 


favored by Clayton. 


The House will support the Senate, rebuffing Clayton in his first important 





declaration of policy. It will be a victory for the farm bloc whose constituents 





want their land back, and for the veterans' bloc who want lands available to re- 





turning servicemen -- not corporate or absentee farming. 





Department of Agriculture may yet be picked to dispose of land. If that 





happens the floodgates will open, numerous agencies will move in to break down 








Single control. Expected overall return from the sales is five per cent of the cost of 
the war to the United States. 


War Production Board is seething and Acting Chairman J. A. Krug's "new 





broom" technic isn't helping. Seldom heard from, W PB has eleven vice chairmen, 
jealous of their roles and records. Had President Roosevelt knocked "Acting" out of 
Krug's title his chance of success would be better. No one knows now who's real 


"boss." 





Few believe Donald Nelson left the White House intending to return as head 





of his agency. But to be an effective minister to the Far Fast it was essential 


he carry the title, importance of which is recognized the world over.~ Krug is the 





logical successor, but will have to await Nelson's return. 
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CHEMICALS LOOK TO 
PEACE-TIME PROGRESS 
























bt cat 


Tue chemical companies are a “middle of the road” 
group with respect to current earnings. In the first 
quarter of 1944, forty-five chemicals showed an average 
gain in net income of 5% over last year, contrasted with 
an average decline of 5% for 468 companies of all kinds 
listed on the New York Stock Exchange. Industry 
changes ranged from a gain of 32% for the oil group to 
adecline of 24% for the railroads. Most of the gains for 
the chemicals were probably made by the larger com- 
panies, since 53% of the companies showed lower in- 
come. A moderately declining trend (cushioned by Fed- 
eral taxes) seems likely over the balance of the year. 

The industry’s transition to a peace-time basis is al- 
ready getting under way. While sales of some war chemi- 
cals, used in aviation gasoline, synthetic rubber, smoke- 
screens, etc., are still increasing, there have been some 
substantial cut-backs in other war business, and with a 
continuation of the present rapid tempo of the war ef- 
fort, a further decline seems inevitable. The industry 
has no difficult reconversion problems, since many chem- 
icals can be turned directly to peace-time uses. But the 
industry is, of course, heavily over-built in some sections 
due to war demands. Hence a competitive period seems 
apt to ensue after the war, with some price-cutting and 
lowered profit margins. 

The impact of the war has caused many dislocations 
in the chemical industry, with shortages in some lines 
and excess supplies in others. Soda-ash, despite record 
production, was reduced to such a low point last No- 
vember that for the first time in twenty-five years im- 
ports had to be brought in from England. The other 
major alkali material, caustic soda, also dropped sharply 
in supply during 1943. Stocks of lime acetate (calcium 
acetate) dropped last November to almost one-fifth of 
the supply a year previous. The supply of calcium car- 
bide, used in acetylene, also showed a decline, although 
acetylene itself showed a very sharp gain. Chlorine sup- 
plies went down sharply during 1943. Natural methanol 
dropped, but the synthetic product gained. 

The overall inventory position of the industry is indi- 
cated by the index published in the Department of Com- 
merce’s Survey of Current Business. At the end of 1939 
the index was around 103, a year later 114, three years 
later 160, and in June 1944 165. Despite shortages in 
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Facing Expansion in Some 
Activities but Downward 
Adjustments in Others 


BY J. C. CLIFFORD 


some lines, therelure, present supplies appear very ample 
as measured by pre-war standards, and this may prove 
a disturbing price factor after the war. 

To some extent, excess war inventories and produc- 
tion capacity may be offset by restoration of depleted 
industrial inventories, shipments to foreign countries, 
and demands for newly developed pharmaceuticals and 
substitute materials developed during the war. 

However, profits in the chemical industry are largely 
dependent on volume, since labor costs are relatively low 
and a large proportion of cost is fixed overhead. And 
chemical production has far outstripped industrial pro- 
duction as a whole during the war—being four times as 
great last year as in 1935-9, while industry as a whole 
was about two and a half times as active. By May of 
this year, however, the index of chemical activity (cor- 
rected for seasonal variations) had dropped to 324, while 
the composite Federal Reserve production index re- 
mained close to its level of the year previous. The in- 
dustry has, therefore, already experienced a substantial 
shrinkage. 

In peace times chemical production usually follows 
industrial production rather closely, though there has 
been a long-term gain of about 30% more than for in- 
dustry as a whole since 1923. While the chemical indus- 
try is fairly homogeneous, some divisions have done bet- 
ter, and some companies have far outstripped others in 
growth. Thus Allied Chemical has not shown as rapid 
growth as Dow, Union Carbide, duPont and Monsanto. 
Dow’s gross in seven years quadrupled, Union Carbide’s 
nearly tripled, and duPont’s doubled, while Allied 
gained less than 60%. 

Among the companies which specialize in particular 
chemical lines, the explosive makers—Atlas and Her- 
cules—have naturally done well, increasing their output 
about three times or more. The solvents manufacturers 
and sulphur producers have shown smaller gains. Car- 
bon black producers have been hurt by restricted rub- 
ber production, etc. Fertilizer companies have benefitted 
by the increased demand for their principal product, 
which always prevails during farm prosperity, and they 
are also doing a growing business in industrial chemical 
lines. 

The best post war prospects would appear to be for 
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those companies which maintain active research depart- 
ments, and which are most flexible and energetic in ex- 
ploiting new developments and processes and acquiring 
other companies. Chief among these are the producers 
of plastics, new glass materials, new drugs like penicillin, 
etc. For example, Dow Chemical, perhaps the most act- 
ive company in research, has teamed up with Corning 
Glass Works to form the jointly-owned Dow Corning 
Company. The new company has found a way to use 
one of our most common elements—silicon in sand—as a 
substitute for part of the carbon molecules in the older 
plastics. The “silicones” will, it is forecast, permit a con- 
siderable advance in many types of products, particu- 
larly because they can stand a much wider range of 
temperature than products now in use. They are highly 
versatile, being available as hard plastics, gums, greases, 
liquids and oils. The ability to stand high temperatures 
will be particularly valuable in motor parts—with glass 
fiber used for insulation, motors can be run at far higher 
temperatures, developing much greater power. ‘This 
also means that smaller motors can be used in locomo- 
tives, street cars, etc. Obviously an immense field for 
new products may develop. 

Dow Chemical has also been a leader in the develop- 
ment of the lightweight metal magnesium, which is 
expected to have a big commercial development after the 
war for use in automobiles, planes, passenger train cars, 
etc. While there are doubtless huge Government stock- 
piles of both aluminum and magnesium, it seems prob- 
able that they will be “locked up” or substantially held 
off the market, as a reserve for future national defense. 
The Government’s policy in this respect is not yet clari- 
fied, however. In any event, industrial trends favor the 
lighter metals; new techniques have been developed for 
combining them with other metals to obtain necessary 
qualities other than lightness. The alloy developed by 
the company is called Dow Metal. Magnesium is taken 
from brine, or sea water, and the supply appears to be 
inexhaustible; production costs have doubtless been re- 
duced by the huge wartime operations. Dow’s present 
capacity (about a third of the nation’s total) is esti- 
mated at 200,000,000 pounds, nearly four times that of 
1941. While the national capacity is a large figure ex- 
pressed in pounds, in tons it amounts to only 300,000 a 
year as contrasted with some 62,000,000 tons of pig iron 
and 1,700,000 short tons of aluminum produced last year. 

The chemical industry is closely tied in with plastics, 
as a producer of the raw materials. The development 
of the plastics industry is expected to accelerate after the 
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war due to new discoveries and cheapened production 
methods. A few weeks ago E. I. duPont announced a 
price reduction of 50c per pound on nylon molding 
powder, which renews a pre-war trend in plastics mate. 
rial prices. But further reductions are in order, as the 
new price of $1.60 still looks high as compared with 
polystyrene and acetate injection molding materials. A 
further price reduction would permit greater competi. 
tion with other thermo-plastic materials, over which 
nylon has a distinct advantage. The acetates lose shape 
when immersed in boiling water, and can safely with. 
stand only 140 degrees Fahrenheit, whereas nylon can 
stand as high as 275 degrees. Articles can be molded 
fiom it by high speed injection, which makes for lower 
fabricating costs. Nylon, already so popular for ladies 
hosiery, has been in great demand for military uses of 
various kinds. After the war its outstanding toughness 
and heat resistance will make it suitable for use in many 
machine and electrical parts. Since it cannot be colored, 
it will not invade the decorative field. 

DuPont and Monsanto have also been developing other 
heat-resisting plastic materials. DuPont has a new acry- 
late, HM11g, which can stand boiling water tempera- 
ture for short intervals. Monsanto’s Polydichlorostyrene 
also has very promising heat-resistant and electrical prop- 
erties, and the company also has a group of high tem. 
perature rosins designated as X-200. 


Postwar Prospects in Plastics 


Dow, largest single private producer of styrene mon- 
omer, earlier this year announced a gc price reduction 
to 27c a pound as compared with the price of 45c prior 
to November 1942. A price as low as 17c per pound is 
predicted for the postwar period due to the anticipated 
huge quantities of low-cost styrene available to make 
polystyrene, after synthetic rubber requirements are 
taken care of. Due to its extremely low price, polystyrene 
may thus become the most important material for or- 
dinary plastic products, though it is somewhat harder 
to mold than acetate, more brittle and less tough. At 
present the necessity for conserving benzine, basic raw 
material for styrene, prevents much polystyrene being 
used for civilian production. 

Plastic may also be used as a substitute for metal 
window screening after the war, having long life and 
being so free from corrosion that it will not discolor and 
stain supporting woodwork. Dow’s Saran is apparently 
the leader in this field. 

The most important recent development in the plas- 
tics industry has been high-frequency electric treatment 
of plastic materials, which permits more even heating 
throughout the material. This has resulted in a great 
reduction in molding time and in costs, and also extends 
the range of products. 

An interesting development, recently announced, is 
Monsanto’s process for chemical treatment of textile 
materials. Among the advantages claimed are, preven- 
tion of shrinkage in woolen fiber, treatment of both cot- 
ton and wool to double the wearing qualities, the elimi- 
nation of “shine” from serge materials, and durable 
creases in woolen goods (so that a suit will retain its 
“press” even in the rain or when packed in a suitcase). 

All these wonderful developments are of principal in- 
terest to men, but Monsanto also announced that ladies 
can obtain stockings that will not run, and seams that 
will not pull out. This will be done by treating the 
fibers so they won’t slip, through deposit of microscopic 
grains of silicon (sand) over (Please turn to page 634) 
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Hor weather madness” may have 
eae caused some of the phenomenal advances 
Ww in certain stocks which were once listed as 

“low-priced” but in short order have gone into 
middle ranges. One thing is certain. Many of the 
stocks that have gone from next to nothing to quite 
respectable figures are going to cause some headaches. 

In fact, that has happened to many people in the past 
year. Remember the craze to buy bankrupt rail stocks 
in the Spring of 1943? They went from fractions to 2 and 
3 and higher, in a brief time. Most of them are again 
at small fractions and some have been stricken from 
listing; besides, trading in and out of small lots cannot 
realize enough to pay taxes and commissions. As to 
bankrupt rail shares, there will be more discussion below. 

Plenty of other shares which had such big advances 
have lost enough of the gains to make those who did not 
take profits wonder what to do now. It is one of the 
characteristics of many traders in low-priced shares that 
they are never satisfied. They buy a stock at 2 and if it 
goes to 6, they are looking for 8. The writer knows of a 
purchase of Willys-Overland in 1944 at 714, and at the 
time it was made, an order to sell at 12 was entered. This 
order was cancelled before 12 was reached, as was an 
order at 15 and another at 20. When it was actually at 
20, the holder had an order in at 25. It is still in. 

Low-priced stocks are such a lure that it is hard to re- 
sist them, and even the more conservative investors some- 
times will be found buying a radical speculation. Think 
of Willys-Overland nearly tripling in value in a few 
weeks, or of Graham Paige going from 214 to 7 in two 
weeks. Then see what happens if someone tells you that 
XYZ, selling at 2, has a wonderful future and ought to 
sell at 10 some day. 

Low-priced stocks particularly lend themselves to ir- 
responsible opinions, rumors, and false reports. We pre- 
sume that if someone told the average trader that “Ford 
is being taken over by Squeedunk Motors,” it would find 
some believers who would rush to buy 1000 Squeedunk 
at 10 cents a share. 
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Today’s Market Position 


Prospects for 


100 Low-Priced Stocks 


EDERICK K. DODGE 


past two years. Before marvelling at the recent advances, 
however, give serious thought to the extreme declines 
which occurred from the 1937 highs to the 1941-2 lows 
(in some cases the 1938 lows were under those of 1941-2). 

During this period of such enormous price changes in 
the stocks listed in the tables, the Dow-Jones industrial 
average had gone from about 195 high in 1937 to about 
g2 low in 1942, a decline of nearly 53%. The rise to 
nearly 151 in this average is an advance of 64% from the 
1942 low. These shares listed in the tables are up far 
more than that from the 1941-2 lows; some of them are 
up 1,000%, some over 5,000% (50 times the 1941-2 low). 
One was up 7,g00% at last year’s high, but has since 
lost nearly all of that gain. 

Plenty of these stocks had been greatly over-depressed 
in the 1941-2 period. It is a market axiom that prices 
of the most speculative issues go too low in bear markets 
and too high in bull markets. Some recoveries from de- 
pression lows were more than warranted, but time will 
show whether the pendulum has swung too far the other 
way; how many of the gains are just a reflection of war- 
time earnings; how many will have any basis in the post- 
war period “for earnings to warrant recent prices; how 
many are up just on “hopes” which may never be ful- 
filled; how many went up on rumors that are unfounded; 
how many were bought just because they were or looked 
low-priced, even without the benefit of rumors. 

In 1941-2, over five hundred stocks on the New York 
Stock Exchange and New York Curb soldi at 5 or lower. 
Space forbids listing all of them, and the tables cover 
only a selection of Big Board stocks of which only a few 
can be discussed here. 

Sometimes, certain changes occur in the affairs of men 
and of corporations which alter their entire viewpoint 
and future. Willys-Overland is a case in point. It had a 
poor earnings record when it emerged from receivership, 
and until 1942 seemed to have little to look forward to. 
Then came the “jeep” for war use, and earnings jumped 
rapidly. The preferred stock has been retired. An able 
motor car producer is now at the head of the company. 
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bull markets. This was particularly so in ae | 
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This had been reflected to a large extent in the rise in 
the stock from the 134 low in 1941-2 to about 7 in the 
Spring of 1944. Is the further rise to above 20 in the 
Summer going to be confirmed by good average earnings 
in postwar years? 

Will the new president of Graham-Paige, and the 
company’s return to automobile manufacture bring earn- 
ings to warrant its recent price? Similar questions can 
be asked regarding nearly all of the stocks which are 
labelled “over-priced.” 

There is another group which includes a number of 
stocks that had gone to unwarranted low levels in 
1941-2, and which had fair justification for at least part 
of the recovery which has since taken place. Stocks such 
as Allied Stores, American Radiator, Best Foods, Inter- 
national Telephone, Nash-Kelvinator, Packard Motor, 
Radio Corp., Sinclair, Twentieth-Century Fox, United 
Drug, Warner Bros., and others in this list had back of 
them such high assets and such sound businesses that 
the 1941-2 lows were not warranted. It may be that they 
have rebounded too much, at this time, but they do have 
sufficient substance and future to make them seem quite 
sound. They seem to be companies which should endure 
even through a prolonged and severe depression. The 
same can be said of most of the companies listed among 
“fairly sound issues.” 

There are others listed as “unsound or radical specu- 
lations” which have also had extremely large percentage 
gains in recent markets. Included are some of the bank- 
rupt railroad shares. Yet who can say that they are with- 
out hope? The reorganization plan of each railroad ex- 
pressly excludes the common and preferred stocks from 
getting any equity in the new railroad. If the plan goes 
into effect, the stocks lose all prospect for recovery. But 
there is always the hope that the plan may be changed 
and include the stocks. Before Congress is a measure 
called the Hobbs Act which would make it a law that 
equities of bankrupt railroads must be included in the 
reorganization plan. It may never become a law, not 
having passed the House yet, and having the Senate to 
hurdle also. If it passes both houses, it may be found 
unconstitutional later. Meanwhile it is a factor which 
still leads to buying of the bankrupt rail shares. Among 
bankrupt rail stocks, one issue stands out prominently, 
namely St. Louis Southwestern which still sells at quite 
a respectable figure. This is because efforts are being 
made to have the railroad returned to its management 
without recapitalization. The interest has been paid in 
full on most of its bonds. There is some vague talk of 
a similar move in respect to the New York, New Haven 
& Hartford but this seems less likely. It is not our pur- 
pose to hold out some dim hope for a stock which seems 
to have no hope. The above merely tends to demon- 
strate what frequently makes stocks go from a small frac- 
tion to several dollars a share on the possibility, however 
small, that “something will be done.” 

It may not seem consistent to dwell on the over-pricing 
of many of these stocks, and then give a discourse on 
“ten stocks with possibilities for further advance,” and 
include ten issues which have already had gains of 200% 
to 5400% between 1941 and 1944. Yet there are situa- 
tions which can develop to warrant further strength in 
these issues. Perhaps the hoped-for developments will 
never occur. Therefore, these stocks are all quite specu- 
lative. 

Take Alleghany Corporation, for example. The net 
equity is a minus quantity, for the assets do not allow 
for a full coverage of the $5.50 preferred stock of the 
Corporation. Yet there are events in the making which 
1944 
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Unsound or Radically Speculative 


Stocks 

1941-2 
Name Low 
Amalgamated Leather........... 5% 
Amer. Encoustic Tiling.......... ¥% 
Austin Nichols................. 1% 
Baltimore & Ohio............... 2% 

Central R.R. of N.J.............. 1 
Chicago, Rock Island & Pac....... a 

Ce ee 1 
Lehigh Valley R.R.............. 134 
Lehigh Valley Coal............. ¥% 
Maracaibo Oil................. 34 
Missouri-Kansas-Texas........... Yy 
Watlonall Catteisc.siccccinciveciceei's 3% 


New York, New Haven & Hart.... 3% 


Pittsburgh Coal. «...6 0.06 cdeeess 25% 
Seaboard Air Line.............. K 
Standard Gas & Electric.......... \% 
United Dyewood............... 13% 
Virginia-Carolina Chem........... 34 
Ward Baking “B”............... Y% 
Western Maryland.............. 134 


1943-4 Percent 
High Advance 
4 540 
4% 7715 

13% 980 

104% 383 

1844 1750 

2% 7900 
334 275 
844 371 
21% 400 
43g 483 
4144 1700 

17% 418 
24% 2567 
13% 176 
y 1500 
24% 1700 
9% 573 
6% 750 
254 950 
64% 256 


1937 
High 


8% 
134 
9% 
40% 
4134 
3% 
15% 
2454 
334 
634 
934 
4634 
934 
18% | 
2% | 
143% 
2634 
1234 
1034 
113% 














Sound Stocks with Longer Pull 


1941-2 1943-4 


Potentials 
Name Low 

yO: a 4 

Amer. Radiator & S.S............ 334 
LOCC On a 414 
Cicslee Contin: 6.5 6a 6 aie oe:ectercnn's 434 
Curtis Publishing................ 3% 
Gar Wood Industries............ 214 
General Printing Ink............. 35% 
Kalamazoo Stove & Furn.......... 45% 
Libby, McNeil & Libby......... 3% 
Marita Coe eo sicccs cin scdiicocies 3k 
Nash-Kelvinator................ 3 

National Automotive Fib......... 25% 
INGO GivinsUNWe coc cic ie ec civcccees 354 
WOE Fs SOREIW a oo. ci0. bs cioieles wee eee 4 

CCG 1 CY ae ee 15% 
UL CC See ee eee are iG 
(OC CCT aan a 24: 
Radio-Keith-Orpheum........... 2 

Reet A Gees esos S52 ieiscica eiewews’s 24% 
Seniele WN o s-6bxw haces oncees 44 
Sinem reie ONES oxo ccs ciesosiclicdn Coad 4% 
I Nokes cevencecnees 2% 
Stewart Warner.............00 44 
SRON GR e ia comc en cccecenniens 3% 
SHMCMUENERS 3 oso tacewwacetens 33% 
Twentieth-Century Fox........... 5 

eile COMO oaks isooctane 4% 
Ried EWU 60 sos ocisicicnk ces o 2% 
U. S. Hoffman Michy .......... 4l4 
Warner Bros. Pictures............ 234 
Wilcox dil al eareia he aise ne cteeraes 13% 


These stocks may have their sharp reactions, but have post- 
war prospects for good earnings, and eventually higher prices. 


High 
22 
12% 
204% 
2334 
10% 
1% 
114% 
2154 
8% 
15% 
17144 
13% 
1454 
1734 
6% 
1454 
1234 
103¢ 
16 
2436 
15 
12% 
1734 
14 
204% 
265% 
1434 
1734 
13% 
1534 
93% 


Percent 
Advance 


450 
243 
355 
443 
2967 
200 
217 
367 
129 
380 
483 
405 


582 


1937 

High 
21% 
2914 
15% 
2834 
2054 
1914 
19 
46 
153% 
1634 
2454 

958 
18% 
26% 
1234 

3 
1234 
10% 

94 
34 
11% 
2834 
21 


634 
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could bring a further great improvement in the position 
of the common stock. The corporation’s main asset is 
its large block of Chesapeake & Ohio common stock, and 
the C. & O. has started action to merge with the Nickel 
Plate and the Pere Marquette, and controls the Wheeling 
& Lake Erie also. A basis for a material gain in the value 
of C. & O. might bring an equity value to the Alleghany 
common, while several other favorable developments re- 
lating to ownership of Pittston, Missouri Pacific bonds, 
etc., also may strengthen the common stock position. 

Adolf Gobel & Co. is completing a reorganization from 
receivership. The plan calls for one share of new com- 
mon for each two outstanding. The company has been 
showing better earnings for some time and there are 
prospects for their continuing large enough to make 
further strength possible in the old and later in the new 
common shares. 

Alaska Juneau Gold Mining had a falling income be- 











eye See ap | 
| 
Fairly Sound Issues but Seemingly | 
Over-priced at Recent Highs 
1941-2 1943-4 Percent 1937 
Name Low High Advance High 
Amer. Machine & Metals........ 241234 467 135% 
Amer. Safety Razor............. 434 18 311 36 
WORE oe ss ule se oan s 25% 1334 424 173% 
Assoc. Dry Goods.............. 4M, 173% 308 2434 
BRPMTMDE os) 915 5.56 is a 'ssoxGrs io 0 46 18 300 32 
E. G. Budd Mfg.*.............. 241214 456 143, | 
Certain-teed Products*........... 1% 9 500 23% | 
Cuban-Amer. Sugar*............ 3% 171% 389 1436 | 
Eureka Vacuum Cleaner* ........ 144 12% 890 141% 
Evans SYOGUCIS. 06.0 6 sc cscccciees 4 15% 284 344 
Follansbee Steel*............... 3 914 217 9% 
General Outdoor Advert......... 134 133% 664 151% 
Gillette Safety Razor............ 24 13% 535 20% 
EEN MRNtGcra Goss Sis 4 17% 344 293¢ 
General Baking...........sss00- 3144 93% 200 1914 
Granite City Steel............... 5 16 220 48% 
SRRMUSININED ooo 0 dese ee'ssee ees % 8% 843 8 
CISC Ee ee ee 24% 13% 489 17% 
PaumION MONON. ois cscs ccs ccceas 254 163% 519 2314 
Int'l. Minerals & Chem........... 31% 19 443 9% 
Kelsey-Hayes Wheel B"........ 4% 195% 375 233% 
RSE RMR ns wso\cass dw dliwssinie wie 1% 17% 346 9% 
Long Bell Lumber “A".......... 1% 12 540 1034 
| 5 1334 175 16% 
DAM RNTY cies scaic' Sie biclowe nee 3% 11% 256 13% 
RERUN Son so weeanenstenGee 1 1144 1050 151% 
Minneapolis Moline P.I.*........ 1% 9% 462 16% 
DMRS IINE. Do sp io00 0'0s0 serrces 134 10% 486 154% 
DMUMIOED 5 055516355608 bones 4 13% 247 2034 
oy | San eee 2 10% 425 12% 
I so knisvw swinonsers 314 13 271 331% 
ee ES 354 154% 321 344 
Sharpe & Dohme............... 34% 16% 400 14 
Py Oy ee ara 4 143% 259 175% 
Symington Gould............... 354% 8% 134 2334 
SEN OT IER os soos veivde ce ceawes 5 244% 385 48 
CS ee 3 10% 234 1834 
White Sewing Machine*......... 13% 9% MM 6% 
Young Spring & Wire......... -- 5 20% 317 465% 
*Stocks whose value depends on postwar events which may, 
or may not, develop favorably. 




















fore the war, and has been operating on a very restricted 
scale during the past two years. It once earned above $1 
a share annually and paid $1.20 to $1.35 a share in divi- 
dends. The stock sold as high as 33 in 1933. A boom in 
gold is looked for in the next year or two. Higher prices 
for the yellow metal are talked of. If all of the things 
hoped for should develop, it could not remain without 
subsequent reflection in the price of the stock. 

United Stores Corporation controls the McLellan and 
the McCrory companies which operate department stores. 
They have shown increasing earnings and may pay higher 
dividends to United. There are steps reported to be well 
under way to merge the McLellan and McCrory stores. 
The last of the accrued dividends on the United Stores 
preferred are expected to be paid off before long and such 
a development might have market reflection in the “A” 
stock which is next in line for dividends. The “A”’ is 
entitled to $4.20 a share annual dividends before any- 
thing is paid on the common. There is so much of the 
“A”—915,979 shares—that prospects for common divi- 
dends seem to be quite remote. But the merger of the 
two stores or final payment of preferred accruals could 
create market interest for the “A” stock. 

International Mining Co. owns stock in a large num- 
ber of other mining companies. As mentioned before, 
there are prospects for a gold boom in the next few 
years which might greatly benefit the company. The 
company’s earnings have been poor, but the stock had 
a net asset value of $8.26 a share at the end of 1943, 
and a rise in the value of its holdings since then may 
have carried it to near $10 a share. Investment trust and 
holding company shares are judged more from asset 
values than earnings. 

Zonite Products had a poor earnings record until a 
few years ago, and only fair results since 1940. The 1943 
report showed 62 cents a share, with indications of 75 
cents or better for 1944. The company makes a large 
number of proprietory items—tooth paste, face creams, 
antiseptics, etc., and the outlook for this industry seems 
favorable. Further growth in earning power might be 
reflected in market advance for the stock. 

Armour & Co. is now engaged in revamping its funded 
debt position. At some later date, it is expected that the 
back dividends on the two preferred stocks will be cleared 
up, possibly through exchange into new preferred. That 
gives the common some prospects, for the longer pull, 
at least. Earnings in the 1943 fiscal year were $1.97 a 
share against $2.14 the year before and the common has 
a book value of above $25 a share. 

Universal Laboratories, formerly called Vadsco Sales 
and before that Vivaudou, has averaged above 70 cents 
a share earned on its common stock in the past three 
years. There seem to be good possibilities for increasing 
the net income, for the outlook for perfumes, cosmetics, 
hospital supplies and home remedies, which are among 
the company’s products, seems to be promising. 

Panhandle Producing & Refining owns some large 
acreage in several fields in Texas, with development work 
expected to bring a substantial increase in crude oil out- 
put. The company is expected to increase its income in 
1944 above the 45 cents a share reported for 1943. It is 
also engaged in refining, and it has a subsidiary which 
manufactures oil well equipment and steel tanks. 

Third Avenue Transit Corporation had a poor earn- 
ings record for 1935-1942, with deficits in each year. In 
the year to June 3, 1943, however, it earned $5.20 a share 
on its capital stock. Net in the 1944 fiscal year is ex- 
pected to be somewhat smaller, but still high in relation 
to the price of the stock. The (Please turn to page 634) 


THE MAGAZINE OF WALL STREET 







MARK 
tended 
the laa 
two W 
86 ane 
In the 
cently 
4iAs S 
Port oO 
Fin the 
crease: 

York | 

by the 

intere: 

} taxes. 
Court. 

Bon 

of any 

h action 
versel' 
1936, 
$189,2 
or an 
matut 
the sé 


LACL 
comp: 
it wil 
togetl 
to rec 


| term 


of St. 





HOTI 
in thi 
past t 
the wv 
doubt 
tate e 
propi 
see if 
rants 
bond! 
still f 
Real 
twent 
Bake) 
$1,00 


$409 
NATI 


issue 
par \ 
to th 
used 


oppo 





SEP 1 








‘icted 


ve $1 

divi- 
m in 
yrices 
hings 
hout 


and 
ores, 
igher 
well 
‘ores. 
tores 
such 
“yn 
\”” 4g 
any- 
the 
divi- 
' the 
ould 


1uM- 
fore, 
few 
The 
had 
943; 
may 
and 
asset 


al 7a 
1943 

he 

/o 
arge 
ams, 
ems 
t be 


ided 
the 
red 
“hat 
ull, 
7 a 
has 


ales 
ents 
ree 
sing 
tics, 
ong 


irge 
ork 
Dut- 
> in 
t is 
‘ich 


n- 

In 
are 
ex- 
ion 


34) 


eT 















Opportunities for Income and Appreciation 


in Bonds and Preferred Stocks 


BY JACKSON D. NORWOOD 


MARKET TRENDS: Declines have been further ex- 
tended recently, the Dow-Jones bond averages showing 
the largest loss in defaulted rail issues which in the last 
two weeks declined 1.00, while second grade bonds lost 
86 and the Dow-Jones average for 40 bonds declined .33. 
In the foreign bond list, Brazilians continued their re- 
cently firm price trends, while Danish 6s and Copenhagen 
4s scored gains among occupied European countries. 
Port of New York Authority gs of 1974 were in demand 


Fin the 9834-99 range, their best price since issuance. In- 


creased demand for Triborough Bridge and Port of New 
York authority bonds reflected the news of the decision 
by the U. S. Circuit Court of Appeals which ruled that 
interest from the issues is exempt from Federal income 


taxes. This affirmed a similar decision of the U. S. Tax 


Court. 
Bond dealings in August dropped to the smallest total 
of any month in two years or since July of 1942, trans- 


jactions amounting to a par value of $137,613,100. Con- 


versely, due to the largest railroad financing since March 
1936, new bonds offered publicly here in August totaled 
$189,263,000 for twenty new issues, the largest amount 
or any month since April, 1942. Bonds called before 
maturity for payment in August totaled $198,610,000, 
the second largest monthly figure for the year to date. 


LACLEDE-CHRISTY CLAY PRODUCTS CO.: ‘This 


company has notified holders of its 6% preferred stock 


‘it will call the stock on October 1st at $100 per share, 


together with the dividend payable on that date. Funds 
to redeem the preferred were obtained through a long 
trm bank loan placed with the First National Bank 
of St. Louis. 


HOTEL AND REAL ESTATE BONDS: Many bond issues 
in this category have shown marked appreciation in the 
past two years due principally to benefits resulting from 
the war. However, the cessation of hostilities will un- 
doubtedly adversely affect the earnings of many real es- 
tate enterprises and hotels. Therefore, the time appears 
propitious to examine portfolios holding these issues to 
see if the future prospects of each individual bond war- 
rants further retention. If not, then it behooves the 
bondholder to liquidate while market conditions are 
still favorable; to procrastinate may mean loss of capital. 
Real Estate bonds held their uptrend in August for the 
twenty-sixth consecutive month, according to the Amott- 
Baker average covering 200 issues. ‘he average price of 
$1,000 bond was $481 on August 31st, compared with 
$409 on December 31, 1943. 


NATIONAL CYLINDER GAS CO.: This company is to 
issue 50,000 shares of 414% cumulative preferred stock, 
par value $100, 35,000 shares of which will be offered 
to the public at $100 per share. The proceeds will be 
ued for general corporate purposes and expansion as 
opportunities arise. 
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CENTRAL RAILROAD OF NEW JERSEY: The recent 
decline in this company’s general mortgage 5s of 1987 is 
partly attributable to the setback which the tax settle- 
ments acts of 1941 and 1942 have received in the New 
Jersey Court of Errors and Appeals. The Court held 
that these measures, adopted by the State Legislature 
as a means of dissolving disputes over unpaid railroad 
taxes and penalties, are unconstitutional. Trustees for 
the properties have filed a petition asking that the Court 
ruling be found not to apply in the Central R.R. of 
New Jerey’s case. 


GULF STATES UTILITIES CO.: September 1ith is the 
date set by the Securities & Exchange Commission for a 
hearing on this Company’s proposed issuance of 120,000 
shares of $4.60 preferred stock par value $100. The new 
stock is to be issued to retire 69,994 shares of $6.00 pre- 
ferred and 30,000 shares of $5.50 preferred stock under 
an exchange program. 


COMMONWEALTH EDISON CO.: The proposed new 
issue of bonds by this Company amounting t $155,000,000 
will be one of the largest single corporate bond offerings 
in the history of American finance, exceeding the $150,- 
000,000 American Telephone Debenture 314’s due 1961 
offered in October, 1936 and the $130,000,000 Philadel- 
phia Electric 314’s brought out in March, 1937. 


HIGH GRADE NON-CALLABLE PREFERRED STOCKS: 
Appended hereto is a representative list of high and 
good grade non-callable preterred issues, all listed on the 
New York Stock Exchange. showing the 1944 price range 
to date, recent quotation and current income yield. The 
divergence between the high and low prices registered 
shows clearly that high grade issues, too, fluctuate in 
price. Unless one is willing to disregard this factor, pur- 
chases should be made when market price approaches the 
mean of the high and low price in order to prevent 
greater loss of capital, should liquidation be necessary 
at a later date: 











1944 Present Current 
Preferred High Low Price ield 
*Eastman Kodak............ $6.00 193 175 188 3.19% 
*Ingersoll-Rand............. 6.00 164 158 163 3.68 
*Pacific Tel. & Tel........... 6.00 16244 149 161 3.73 
* American Can Co.......... 7.00 3 1704 180 3.88 | 
*Com Products............. 7.00 18434 173% 179 «3.91 | 
*Liggett & Myers........... 7.00 181% 17414 179 3.91 | 
*Otis Elevator.............. 6.00 153 147 153 3.92 
A 7.00 180 170 178 3.93 
*National Lead............. 7.00 17914 164 176 3.97 
*National Biscuit............ 7.00 176 165 174 4,02 | 
THE IEEE oc ccc cccccce 7.00 175% 165% 174 4,02 | 
*George W. Helme......... 7.00 166 160 162 4,32 
American Smelting & Ref. . . 7,00 160 147 158 4,43 | 
SUE srs ees nese, 7.00 151 143% 149 470 3 || 
Cluett Peabody........ -- 7.00 152 145 149 4.70 
South Porto Rico Sugar... .. 8.00 155 141 154 5.19 
General Baking............ 8.00 15 143 152 5.26 | 
OP Se ca ccscxceccres 7.00 13534 11934 128 5.47 | 
Associated Dry Goods..... 6,00 107 90 106 5.66 | 
Bethlehem Steel........... 7.00 126! 115% 123 5.69 | 
*High grade issues; others good grade. | 
u 






















AIR-CONDITIONING —4 Realistic Appraisal 


ae eet 


Airconpitioninc is still ‘an infant industry” 
with excellent growth possibilities. While a fairly large 
number of movie theatres, restaurants and department 
stores are partly or wholly air-conditioned, the war 
caused a setback, considerable equipment being given 
up for military use. Perhaps some of this “loaned” 
equipment may be restored, but the recent record hot 
spell has, no doubt, helped to create a huge backlog of 
postwar demand. 

An investigation made by the Edison Electric Institute 
in 1941 revealed that there were some 21,000 residential, 
47,000 commercial and 13,000 industrial and miscellan- 
eous installations. In the commercial field, offices ac- 
counted for over one-third, department stores and 
miscellaneous stores were second, restaurants third, thea- 
tres next, etc. Obviously there is still a huge untapped 
market. 

While the industry is 38 years old, it has recently been 
estimated that annual post-war business, with the sub- 
stantial backlog now being built up, may well be five 
times the best pre-war year, with a possible gross of $300 
million. This figure would still be only about two per 
cent of our total annual expenditure for construction of 
all kinds, which in 1941 amounted to $15,193,000,000. 

The biggest future field of development is in small 
portable units for individual home and office rooms. 
About one-fifth of the industry’s sales will eventually 
be for this purpose it is estimated. This was just getting 
under way before the war; but most of the available 
models were too large and too expensive. The wartime 
development of small electric motors may help. Units 
for a room 10 x 15, will cost about $200, it is estimated, 
and will take about $4 to $7 a month to operate. Servel, 
Inc., successful producers of gas-operated refrigerators, 
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Roe “ate ne aes 
ae LWie ‘2. 


SHELDRICK 


Cushing Pho 


are at work on a combination heating and cooling hom: 
unit which it is believed can be installed for $1500. Thi 
is expected to prove popular in the south, in region 
where natural gas is available at low rates. Westing 
house Electric is also reported at work on an air-condi 
tioning unit for use in both winter and summer. 

Very small units will also be developed for use in auto 
mobiles, curtained sleeping quarters, freezing cabinet 
for home storage of food in quantity, etc. One compani 
has already developed an automobile cooler, said t 
cost less than $200, which would draw its power from tht 
engine, and several companies are said to contemplat 
adding it to their postwar models. 

Sale of frozen foods in special display counters in chain 
stores is expected to increase sharply. New railway pa 
senger equipment will be uniformly air-conditioned afte 
the war, and airplanes, ships and cross-country buses wil 
have to follow suit. Even the New York subways mai 
eventually join the procession—though it is hard to se 
how they can do it on the nickel fare. There is also room 
for substantial gains in air-conditioning theatres. While 
it cost about $15 per seat, it is well worthwhile to insut 
the comfort of patrons. 

Temperature and humidity control is of increasing 
importance in certain manufacturing lines, such as tex 
tiles, cigar-making, lithographing, candy, synthetic rub 
ber, gear cutting, deep mining operations, foods ané 
drugs, etc. Many manufacturers also wish to test thei! 
products under a wide range of temperature. 

Some of the old-fashioned electric refrigerators havt 
used poisonous gases for refrigeration, with resulting 
household disturbances when the freezing unit sprang 
a leak. A newer non-toxic gas, now largely adopted foi 


= A OF of PS rr SS. Se 











air-conditioning, is freon, but with large amounts being 
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Statistics on Two Companies 
Specializing In Air Conditioning 


Carrier York 

Corp. tf Corpt 
Recent price... .ccccccccccccveses 17% 14% 
Approx. 1944 Range............-- 1914-1254 15-9 
Approx. 1929-43 Range..........- 68-2 8-114 
NOAM IEMNMIGES.. o000sccccccccecces $1.73* $0.94 
Estimated 1944 Earnings..........- $1.75 $0.80 
Price Earnings Ratio.............-- 10.0 17.8 
— URE a asioeis hase — re 

aR eee erences a x 

Book Value Per Share...........-- $13.48 $12.78 | 
MT NIPIERBIEES © 6.5.4.5 /0ie:0.0:6:s/s.0'0'0 oe.nese 1.6-1 2.1-1 
Ratio Cash to Liabilities............ 0.4-1 0.2-1 


*Includes postwar tax refund of 53c. 
{Figures are for fiscal year ended Oct. 31, 1943. 
{Figures are for fiscal year ended Sept. 30, 1943. 

















used for military purposes, little has been available 
recently. 

Air-conditioning is not merely space-refrigeration—it 
usually involves purifying, humidifying and circulating 
the air. When applied to large buildings such as thea- 
tres, adjustment must be made for many factors, such as 
leakage of outside air, weather conditions and outside 
temperatures, the activities of the people occuping the 
building, heat generated by building equipment, etc. 
The situation thus becomes very complicated and a wide 
variety of mechanical appliances must be combined to 
obtain ideal control. 

Over 100 different items are used in making large-sized 
air-conditioning systems and these are produced by a 
large number of companies. The actual production of 
the units is thus largely an assembly job, as with auto- 
mobile production. Because of the spasmodic develop- 
ment of the industry, and the fact that the manufacture 
of a large unit is a production and assembly job involv- 
ing many different firms, production of air-conditioning 
equipment is mainly a sideline business. Only two com- 
panies devote the greater part of their facilities to this 
one line (and even these are also important makers of 
ice refrigeration machines). 

Carrier Corporation, pioneer and leader in the indus- 
try, is still a relatively small company with assets of 
$15,400,000. Sales last year, double the prewar level, 
approached $28,000,000. Doubtless due to heavy de- 
velopment costs, the company was in the red during the 
early 1930’s, and again in 1938, and never succeeded 
in building up any substantial earnings for stockhold- 
ers, so that no dividends have yet been forthcoming. 
Current statistical data is shown in the accompanying 
table. Carrier produces a wide range of products—cool- 
ers and ventilators for individual rooms, self-contained 
ar-conditioners for stores and restaurants; centrifugal 
refrigerating machines and air-conditioning systems for 
office buildings, theatres, factories, stores, etc., smaller 
refrigeration machines for meat markets and other users, 
cold diffusers and unit heaters for dairy, meat packing 
and beverage plants, etc. Machinery is also made for 
special low-temperature rooms and for special humidity 
conditions. 

York Corporation is somewhat larger than Carrier, its 
original business being in ice machinery and refrigera- 
tion equipment. Its financial record has also been poor, 
the record somewhat parallelling that of Carrier. Pre- 
ferred arrears accumulated over a long period but were 
eliminated by a partial recapitalization’ in June, 1943, 
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and a bond refunding late last year paved the way for 
initiation of dividends this year at an indicated annual 
rate of 3oc. The capital structure is still a little top- 
heavy, with $4,500,000 bonds, a $1,000,000 bank loan 
and 962,046 shares of common. The current ratio last 
September was only about 2 to 1 and cash was not very 
substantial—though probably the largest in the com- 
pany’s history. 

Minneapolis-Honeywell, leading maker of heat-regu- 
lating and temperature-controlling devices, has on the 
other hand enjoyed an excellent growth and earnings 
record and has a substantial cash balance (though the 
current ratio is only about 1.4 to 1). Sales last year— 
stimulated by war orders, of course—were 10 times as 
large as in 1929. Due to varying profit margins and 
increasing taxes, share earnings have been somewhat 
irregular, with a moderate uptrend in recent years. Divi- 
dends, paid since 1928, are apparently now at the rate 
of $1.00, having ranged between $1.00 and $1.50 in 
recent years. The stock sells at about 17 times earnings, 
yielding 214%, which indicates its popularity with in- 
vestors and the probable ease of reconversion to commer- 
cial products. The company has a new year-round 
control system called “Moduflow” which includes a 
combination thermostat and three-way mixing valve; 
it can be added to existing heating and air-conditioning 
systems and is being widely advertised. 

Buffalo Forge produces blowers and fans for heating, 
air-conditioning and other purposes, heavy machine 
tools, centrifugal pumps and special plantation equip- 
ment. It caters to a large number of industries and in 
prewar years over half its sales were in ventilating, heat- 
ing and air-conditioning equipment. While the com- 
pany had losses in the early 1930's, both gross and net 
have shown substantial gains in recent years, though this 
may be due substantially to war orders. The financial 
position is fair, and there (Please turn to page 633) 








List of Companies in Air 
Conditioning | 

| 

MAJOR PART OF TOTAL BUSINESS 


Carrier Corporation 
York Corporation 


IMPORTANT IN THIS INDUSTRY AND IN 
COMPANY'S TOTAL BUSINESS 


Safety Car Heating & Lighting 

Company 
Servel, Inc. 
B. F. Sturtevant & Company | 
Trane Company | 


Buffalo Forge Company 

Frick Company 

Holland Furnace Company 

ILG Electric Ventilating Co. 

Minneapolis-Honeywell Reg- 
ulator Company 


IMPORTANT IN THIS INDUSTRY, BUT SMALL 
PART OF COMPANY'S TOTAL BUSINESS 


American Radiator & Standard 
F- Sanitary Company 

Baldwin Locomotive Works 
Borg-Warner Corporation 
Chrysler Corporation 

Dresser Manufacturing Corp. 
Electric Storage Battery Co. 
Fedders Manufacturing Co. 
Gar Wood Industries, Inc. 
Garrett Corporation 

General Electric Company 


Ingersoll-Rand Company 
Johnson Service Company 
McCord Radiator & Mfg. Co. 
Modine Manufacturing Co. 
Penn Electric Switch Company 
Perfection Stove Company 
Philco Corporation | 
Torrington Manufacturing Co. | 
Westinghouse Electric & Man- | 
ufacturing Company | 





General Motors Williams Oil-O-Matic Heat- 
Gray Manufacturing Company ing Corporation 
Worthington Pump & Machinery Company 
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Ix the eyes of many investors, liquor shares have now 
passed their probation period and are beginning to 
command investment regard commensurate with their 
trade and earnings position, holding promise of long- 
term stabilization at generally satisfactory levels. 

Over, the past decade, the liquor industry has gone 
through a period of consolidation and expansion, with 
concentration of interests in the hands of relatively few 
large units. This process was paralleled by a steadily ris- 
ing consumption trend affording excellent earnings 
growth. By building up inventories and working capital 
positions, by constant expansion and diversification, the 
industry’s financial stature has finally reached the point 
where the equities of its leading units can no longer be 
denied inherent investment quality. 

Despite the strong growth trend, there has been no 
ballooning of capital structures and only moderate debt 
increase. Growth was mainly financed out of earnings. 
The latter, despite their consistency, have been and still 
are capitalized by the stock market at low multiples, due 
largely to the moderate portion of profits paid out in 
dividends. 

The development of Schenley Distillers, second largest 
unit, is characteristic of the liquor industry’s growth as 
a whole though Schenley’s pace was faster, its expansion 
and diversification greater than that of any other com- 
pany. 

Incorporated in 1933, Schenley passed through a 
period of rapid and steady growth, frequently compet- 
ing for first position and often displaying great aggres- 
siveness on its march of progress. As a result, the price 
history of its common stock is the most erratic of the 
“Big Four.” During 1935-37, Schenley sales volume out- 
did every competitor and the common stock, early in 
1937, outsold those of the three other large liquor com- 
panies; but thereafter it declined sharply and in the 
subsequent four years sold lower than any of them. 
Another sharp rise began in 1943 and early in 1944, 
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An Aerial View of the Bernheim Distilling Co., Louisville unit of Scher 
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reflecting excellent profits resulting largely from the 
company’s foresight in acquiring large whiskey inven- 
tories before the shortage became acute, and its expan- 
sion into the wine, beer and other fields. At present, 
the stock is holding remarkably firm, in common with 
most liquor equities, sustained by high current earnings 
and promising future prospects. Still at 3214, it sells 
only four times estimated 1944 per share earnings of 
$8, a remarkable ratio indeed considering the excellent 
near term and generally favorable longer term outlook. 

There are a good many reasons for questioning this 
extremely modest market valuation. War-time profits C 
have been excellent, reflecting large sales, reduced selling 
and promotional costs, and heavy shipment of industrial 
alcohol to the Government. This will continue for the 














: .. & ASSE 
duration of the conflict and as to post-war, every in- ff @y- 
dication points to earnings becoming stabilized at satis f Mark 


factory levels. Recei 


The major distillers will be in a stronger competitive ow 
position than ever before, first because of the afore- ior 
mentioned trend which was markedly accelerated by § Plant 
war conditions but also because there will be no par: § Less « 
ticular pressure from large and growing supplies of ae 
whiskies during the early post-war years. While margins ton 
will again narrow, they should compare favorably with f jap 
immediate pre-war experience due to the prospective Note. 
healthier competitive situation. Should this materialize, _ 
with the resultant stabilization of earnings, there is § Reser 


reasonable possibility of a more liberal dividend policy el 
in the future, in fact, a modest move in this direction has 





already been made. _ 
Both qualitatively and quantitatively, Schenley’s § Long 
growth record has been impressive. Sales rose from $10.9 ff Reser 


million in 1933 to $223.2 million last year with only a Capit 







temporary interruption, in 1938, of their steady up eh 
trend. Net income during the same span mounted from § WOF 
$3.5 million to $9.24 million. Assets expansion, especially § Cure 






since 1939, has been noteworthy with total assets rising 
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om $84.5 million in that year to $122.5 million at the 
of the 1943 fiscal year, the bulk taking place in 
wentories which increased from $45.1 million to $73.7 
illion, chiefly reflecting expansion and diversification 
hich occurred during that period. Inventories, when 
published, amounted to fully three-quarters of 
wrent assets and 60% of total assets. Their very size 
aks well for the company’s future for they guarantee 
ually uninterrupted liberal sales during the re- 
inder of the war period and in the immediate post- 
years despite cessation of beverage alcohol output 
nce early 1942. Currently, Schenley’s inventories of dis- 
ed spirits are estimated as high as go million gallons, 
ot counting accruals during the August “holiday” from 
dustrial alcohol output. The industry as a whole, dur- 
g this holiday, was able to produce some 4o million 
ons, mostly neutral spirits for blending, which should 
p far towards tiding it over the remaining war period. 
Thanks to its aggressive policies, Schenley within ten 
pars became one of the leading producers and dis- 
ibutors of distilled liquor, owning and_ operating 
merous distilleries, rectifying and bottling plants and 
large number of bonded warehouses. Expansion was 
steady and continuous process, adding well known 
ands to an already growing list under the company’s 
trol. Among the more important acquisitions were 
emheim Distilling Co. in March 1937 and Oldetvme 
istillers in May 1940. In 1941, the company branched 
it into the wine business through acquisition of Cresta 
lanca Wine Co., followed by purchase of the well- 
nown Roma Wine Co. late in 1942. During 1943, the 
bmpany organized the California Vineyards Associa- 
on to manage its growing California interests. Finally, 


it of Scho 


m the 


=p December 1943, it acquired the Blatz Brewing Co., 
resent at of Milwaukee’s leading breweries, thereby getting 
1 with @™portant foothold in the beer business. 

rnings Altogether, the company has 48 wholly owned sub- 
: sll diaries which in turn own some 12 distilleries and 67 
ngs of onded warehouses, also wineries, bottling and other 
celled lants. Schenley additionally owns a substantial interest 


Chess & Wymond, maker of whiskey barrels. 
































itlook. 
1g this —S—— 
a Comparative Balance Sheet Data | 
saan Dec. 31 Aug. 31 | 
= ; 1939 1943 change 
o1 the ASSETS (millions of $) 
ty ee... $2.736 $9.417 +6681 | 
t Salis B Marketable securities......... 0.178 0.756 +0.578 | 
Receivables, net............. 19.270 15.097 —4,173 
etitive ff Inventories, net.............. 45.151 73.782 +28.631 
afore: er current assets.......... — —_— —- 
4 i TOTAL CURRENT ASSETS.. 67.335 99.052 +31.717 
€ Y ff Plant and equipment......... 9.274 27.900 +8.626 
O pat & Less depreciation............ 3.327 7.985 +4.658 
lies of Net agar Bale atecec dish eighekoierere by o bps 1 | 
a MEIMMND oooh 0) o.oo 6 csnic. «0:5 . : +2.258 
. ie TOTAL ASSETS........... 84.559 122.502 +37.943 
ect LIABILITIES 
telink Notes payable.............. 0.347 —— —0.347 
ri cets. payable and accruals... 4.052 8.797 +4.745 
ere 18 Bf Reserves for taxes............ 1.605 27.166 +25.561 
policy er current liabilities....... -o 1.200 -+1.200 
on has § JOTAL CURRENT LIABILITIES 6.004 37.163 +31.159 
Deferred Liabilities.......... — — = 
, | Short term debt.............. -- =. ——. - 
enley’s ff Long term debt.............. 19.750 12.600 —T7.150 
| $10.9 fh Reserves... ........... eee — 1.000 -+1.000 
a+ nT 23.621 21.888 —1.733 
ee Me Sisto o estaineieistsins coxes ats 5.184 49.851 +14.667 
Y UP B TOTAL LIABILITIES........ 84.559 122.502 +37.943 
| from § WORKING CAPITAL. ..... 61.331 61.889  +0.558 
ecially § “umentRatio................ 11.2 2.6 —8.6 
rising 
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Earnings Record 


Earned per common share: 
19 $6 


ES caklosasies' cee d .65 Ce. LOPE CEC ET $2.45 
re cr 4.63 1 | ee rere 5.04 | 
UC, RT ne 5.20 0 ERR 7.05 | 
LO Lo ee tr 2.74 Oe > Oe 7.65 
NGG ow ickcsndas ec 2.52 i A ree 6.64 

Ten year average......... $5.05 


Recent market price of common 32}4 | 
Market value of common: 

1,890,000 shares @ 3214 =$61,425,000 
Net tangible assets = $85,338,600 
Net assets applicable to common = $57,150,000 | 
Net current assets = $61,888,575 
Average earnings (ten years) on common stock price: 9.7% 
*Maximum earnings on common stock price: 14.8% 
*Minimum earnings on common stock price: 4.7% 
*Adjusted to price of old stock 

















Among the company’s leading whiskey brands are 
Schenley Reserve, Royal Reserve, Green River, Three 
Feathers and Wilken Family, all spirit blends. Also Old 
Quaker, Cream of Kentucky and Ancient Age, straight 
whiskies; Golden Wedding, a straight whiskey blend; 
Old Schenley, I. W. Harper and Gibson’s blended 
whiskies and Silver Wedding and Old Quaker gins. Some 
cheaper brands have been temporarily discontinued be- 
cause of war conditions but their marketing is now again 
being resumed. 

Wine brands include Cresta Blanca, and Roma, La 
Boheme and Aroma de California. Rum brands, made 
in the company’s Cuban distilleries, are Ron Siesta and 
Marimba. Additionally, an importing subsidiary handles 
Bacardi Rum and Dewar’s Scotch whiskey, also Portu- 
guese and Spanish (Gonzales) port wines, sherries and 
Spanish brandy. The company also acts as agent for the 
liqueurs and cordials of Dubonnet S. A., formerly im- 
ported from France but since the war produced in the 
U. S. under original formulae. Domestic brandy is made 
under the Coronet name. 

Late in 1943, Schenley inaugurated commercial pro- 
duction of penicillin and has since become the third 
largest maker of this vital product. It is also stepping up 
activities in the by-products field and only recently an- 
nounced a 23% boost in annual production of critically 
needed high-protein feeds from grain by-products re- 
covery. Beyond that, the company is reported interested 
in the possibilities of alcohol-base pharmaceuticals and 
plans to give this field special attention after the war. 

Despite this expansion, there has been a steady 
strengthening of the company’s financial position. Since 
the war, this was facilitated by declining receivables and 
cash items increased substantially during 1942-43 while 
at the same time, bank loans were completely paid off. 
It was thus possible that in the period 1939-43, despite 
heavy expenditures for expansion and diversification, 
current assets increased over $31 million while short 
term debt was eliminated and long term debt declined 
from $19.75 million to $12.60 million. Of the latter, 
another $1.2 million are slated for retirement on Sep- 
tember 1, 1944. 

But despite sharply expanded cash and inventory po- 
sitions, working capital remained virtually unchanged, 
due to sharply higher tax liabilities which cut the cur- 
rent ratio from 11.2 to 2.6. Thus, working funds today 
are about the same as in 1939 while operations, that is 
sales, more than tripled! This situation implies a future 

roblem which we shall discuss later. For the time be- 
ing, other funds are adequate as relatively little cash is 
required for current operations and the cash position 
is strengthened by continued high level of sales. 
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This permits a policy of further debt reduction, and 
enables the company to reduce outstanding preferred 
stock. Thus, in the 1942 fiscal year, Schenley re-acquired 
and retired 5,150 of its 514% cumulative preferred shares 
at 10714 and recently announced intention to redeem 
another 3,500 shares. At the end of the 1943 fiscal year, 
155,879 preferred shares were outstanding, besides $12.6 
million of 4% sinking fund debentures maturing in 
1952. : 
Last June, the common stock was split on basis of 
three new shares of $3.33 par value for each two out- 
standing $5 par value shares, thereby increasing the num- 
ber of outstanding common from 1,260,000 to 1,890,000 
shares; at the same time, the number of authorized com- 
mon shares was increased from 1,500,000 tO 2,550,000 
shares, leaving room for further capital expansion in the 
post-war period. Since the new shares carry the same $2 
dividend rate as the old ones, this is equivalent to a 
$1 raise in the dividend on the old stock, and to a better 
than 6% dividend yield on the new common. 

The need for eventual replenishment of working funds 
becomes all the more apparent when one compares the 
relatively small cash assets of $9.41 million with ac- 
counts payable of $8.79 million; under normal condi- 
tions this would be a rather uncomfortable relation- 
ship but as already stated, at present it is no cause for 
concern. Moreover, there is reason to believe that at the 
end of the 1944 fiscal year, this condition may be con- 
siderably improved, in line with further conversion of 
inventories into cash and the absence of important capi- 
tal expenditures. 

After the war, however, when operating expenses will 
again swell considerably, existing working funds will 
hardly be adequate for the company’s far-flung activities. 
Recognizing this, the company last April arranged ten- 
year revolving credits totalling $29.1 million and five- 
year revolving credits in the amount of $33.9 million as 
part of a long-term plan for post-war operations. No 
immediate use of these credits is contemplated but they 
clearly bespeak the management’s ideas of future cash 
needs. As such, they can hardly fail to influence investor 
thinking regarding future prospects. 

The implication is not only that future earnings on 
the common stock may be subject to the requirements 
of a sizeable medium and long term debt but that 
eventually, some part of it may be capitalized by issu- 
ance of additional common stock, thereby further dilut- 
ing the equity of currently outstanding stock. Whether 
this will actually occur, can of course be no more than 
a guess at this time; still, it is a possibility which the 


investor must bear in mind in his longer range apprai 
and together with other factors, subsequently discussef 
it may well be Sp gone for the current modest ma 
ket evaluation of the stock. 

The appended table of comparative statistical da 
gives a graphical picture of company growth since 1gy 
requiring no textual elaboration. Similarly, the calcu 
tions of per share values based on outstanding new coy 
mon stock illustrates the cautious market appraisal 
the. stock. The latter’s market price, currently aroun 
321, just about equals net current assets per share 
$32.80 and only slightly exceeds book value of $302 
It is far below current assets value of $52.40 per shar 
Current assets value after deduction of all prior obligj 
tions comes to about $17 per share. 

There is nothing in the immediate outlook to justij 
this extremely conservative stock valuation. Because 


the high level of purchasing power, demand for th 


company’s products continues strong and despite highe 
excise taxes, record 1944 sales are indicated, aided } 
liberalization of allotment policy made possible by th 
recent “holiday” and prospects of another one in th 


foreseeable future. Reduced selling expenses, large im 


ports and emphasis on higher-priced whiskies and win 
carrying wider margins should sharply expand incon 
Taxes will be heavier though they may not quite read 
the 80% maximum; still, a substantial gain in net 
indicated. For the nine months ending May 31, 194 
earnings were $11.91 million equal to $5.96 per shar 
after a contingency reserve of $1 per share, and net f 
the 1944 fiscal year is now estimated at around $8 pe 
common, fully one-fourth of current market price. 


Longer Range Outlook 


But what about longer range prospects? With lique 
sales largely determined by income trends, current hig 
volume can hardly be maintained after the war wha 
national income, certainly for some time, will shri 
appreciably. Also, marketing and promotional expent 
tures, now virtually nil, will again soar, narrowing prof 
margins. Earnings therefore will certainly not matd 
current high figures but should stabilize at levels compa 
ing favorably with pre-war experience, the more 50% 
the progressive concentration in the liquor indus 
should tend to mitigate the threat of recurrent price wa 
with which the industry has been plagued in times pas 
Also the latest $3 a gallon increase in excise taxes 4 
liquor is scheduled to be rescinded six months after th 
war ends, and the resulting downward adjustment | 
selling prices should help relic 








1940 1941 
Sales ($ mills) 81. : 
Depreciation - mills) 
Net income ($ mills) 
Gross profit margin 
Net profit margin 
% earned on invested capital 
Earned on common, per share.. 
Earned on common, % of market price 
Dividend rate 
Dividend yield 
Current assets, per share 
Book value, per share 
Net current assets, per share 
Cash assets, per share 
Current Ratio 


1.7% 


$34.03 

$47.41 
$1.54 
10.0 





Comparative Statistical Data | 


Fiscal Years ending ——_—_—_——, 


Aug. 31 Aug. 31 Aug. 31 
1942 


demands for price concessions all 
|| partly at least help offset the effeq 
of lower incomes on volume. 
Apart from income trends, ta\4 
and normal demand factors, the 
are however, a number of impo 
derables which tend to obscure t 
outlook picture and probably a 
not ignored by those interested ! 
liquor shares. They apply to t 
industry as a whole, with potenti 
repercussions on every compat 
One is whether even under favo 
able future income conditions, th 
rising consumption trend can | 
maintained or whether the liqut 
industry during the war is witne 


8/31/43 

based 

Aug. 31 on new 
common 
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(Please turn to page 635) 
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ial af Companies Buying Their Own Shares 


NCe 194 
e calculi} 
new Con =BY GEORGE L. MERTON 
praisal 9 

y aroun 

- Share ¢ A GOOD many companies in the past have been using where a few shares are found to have reverted to a com- 
o£ $30.21 their excess funds to re-acquire their own common stocks. pany. One of the S.E.C. reports showed a fractional share 
al shar Some are merely holding them in their treasuries, others as re-acquired in one instance, and there are often re- 
or Obligf ave retired them and still others have used such treas- ports showing just a few shares. 

.__,[ury-held shares in exchange for newly acquired assets and Of companies reporting in recent months, the majority 
to Justi properties. Certain concerns, as the record shows, have merely stated the amount of stock being added, and the 
cause (been constantly in the market for their shares while total to date, indicating that they are holding the stock 
l lor WW others usually re-acquire them only during periods of in their treasuries. Several, however, definitely retire the 
te highe stock market reaction. stock thus taken back. American Radiator & Standard 
aided } Such absorption of stock at times proved an effective Sanitary in a late report announced the retirement of 
le by (Wf cushion under the market but apart from that, it is of 115,447 shares of its common stock which had been re- 
ial a further benefit to the remaining outstanding stock in acquired. Davega Stores retired 18,450 shares. 
nd wing that it decreases the floating supply. In the past two Still other companies acquire stock through purchase 
| incom eS stock re-acquisitions have been in less volume than and then use it for corporate purposes. Phis is being 
‘ite read it the 1940-42 period when market prices were lower. done constantly by General Motors which is in the mar- 
in net at that time, there were instances where companies ket for stock for use in connection with its bonus plan 
3, a bought fairly substantial blocks of their common shares, and for sale to employees on the installment plan. At 
cor an the management apparently feeling that their price was one time not long ago, General Motors had reported 
d net fa (2 depressed. In the accompanying table, several large 899,012 shares of its common stock re-acquired, but more 
d $8 blocks are listed, some of which were repurchased recent- recently held only 49,100 shares. Other uses of treasury 
wakes ly but most of the shares were bought quite some time stock consisted of stock bonus grants to officers and em- 
ago when prices were at much lower levels. ployees of 81,006 shares during the past two months. 

One of the largest re-acquisitions recently undertaken ‘This constant absorption of open market stock for the 
was that of Sinclair Oil, consisting of 1,104,125 shares up General Motors treasury is a stabilizing market influence, 
to its August report. Some of these were taken over from although there is no evidence that buying increases ma- 
the Petroleum Corporation of America which traded its terially on reactions and decreases when the stock is 
own stock for its Sinclair stock holdings. As Sinclair Oil strong, for the program has to be followed at definite 
has contracted to sell a large block of stock to its presi- periods rather than when desired by the management. 
dent, the company may hold the major part of re-ac- Air Reduction used 23,915 shares of its re-acquired 
ing pro quired shares now in its treasury for the purpose of filling stock to purchase the assets of the Scanlon-Norris Co. 
ot mati this contract with Harry Sinclair. Barnsdall had re-acquired 36,824 shares and used 11,- 
$ compa Adams Express has re-acquired 1,083,989 shares of its 852 of it to acquire oil properties. : 
ore so @ Wn stock, a large part of it some time back, although it Borden Co. recently used 2,566 shares of its treasurv 

indust 00k a substantial amount a few months ago at a time stock to purchase the Cherry Ice Cream Co. 
srice wag When its charter was being revised. This was voted on Among other recently an- (Please turn to page 634) 
mes pai by shareholders, and those who did not approve of the 
taxes change had the right to tender their stock then at the 
after tppraised price. The latter was considerably below the 
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1 can sued about mid-month by the Securities & Exchange 2 dg 


he liqu Commission to whom all registered companies have to Sinclair Oil 


5 witneg port any changes in their capital stock, also any change Sterling Drug 
Transamerica Corp 


tment @et worth at the time, which was to the benefit of the Common Shares Re-acquired 
p relic ompany and meant an increase in the net worth of the Shares Divi- Annual 
sions ang!'¢maining stock. Re-acquired dend Saving to 
the effey The largest number of shares taken back were those of Name of Co. ate Company 
i, 7 . ie Seales ltes apenas 
me. f !tansamerica Corporation which holds 1,223,956 shares Aiieetinen 1,083,989 0.50 $504,200 
ids, taxg! its treasury, according to the latest report. They rep- hanes, Heites &S. S.. 115,447 0.40 : 
ors, theg'tsent mostly open market purchases made a long time Amer. Safety Razor. . . 48,000 1.00 48,000 
yf impo ’go, but some of it was recently acquired. The stock had Ailas Corp 68,299 0.50 34,150 
Id; ee ahah eaas oe me Borde Gee ec <cscs'ss« 160,392 1.60 
scure tig ld at quite low prices, in relation to those of the 1936-7 = A 
: : : J Bunington Mills j 1.60 
bably agperiod, and the management considered it to be under- 12,836 4.95 
rested igpriced in the 1940-2 period. Electric Boat 79,375 1.25 
ly to ti Atlas Corp. and Borden Co. have been consistently Lehman Corp 35,300 1.25 
) ‘Baddine mat . ye Rae eee oe bie Madison Sq. Garden. . 37,600 1.00 
potentigdding to their treasury stock, and almost every monthly McGraw-Hill Pub... .. 20610 1.00 
compan 'eport contains statements of additional lots which they Nash-Kelvinator 84,41414 0.50 
ler favog'¢port as re-acquired. Plymouth Oil 16,584 1.00 
tions, ti Statements covering re-acquired shares are regularly Pullman, Inc 73,000 er 
3.00 
0.80 
3.00 
0.50 


63x) in holdings made by officers and directors of the com- 
99 panies. Sometimes, these changes are not intentional, as 
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Issues Offering Attractive and Reasonably Secure Yields 


SELECTED STOCKS FOR INCOME}: 
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BY WARREN BEECHER pad 


Lonc-TERM bond yields of around 214 per cent rep- 
resent the “going wages” for money when it is invested 
for the maximum safety and regularity of income that 
can be attained. When securities of any type yield far 
more than this, it need hardly be said that there is some- 
thing the matter with them. In general, the greater the 
risk element in any income-producing security, the 
higher will be the yield rate. 

However, most individual investors do not need the 
extreme of “safety first’—as represented by gilt-edge 
bonds—for all their funds. In seeking a “good” return, 
almost infinite variations of compromise and portfolio 
adjustment are open to them. Nor is it necessary to as- 
sume unwarranted speculative risk in equities—despite 
the large market advance of the past couple of years— 
to get dividends yields of 5 to 6 per cent or even a bit 
more in a few cases. A fair number of quite “sound” 
stocks of very strong companies can still be found at 
levels that are “reasonable” for buyers seeking yield. 
Examples are listed in the accompanying table. 

There is not a single weak company or “marginal sit- 
uation” in this list. Why, then, are the yields so good? 
There are various reasons. For one thing, the market 
rise since 1942 has been spectacular mainly in low-price 
or otherwise speculative stocks. Many good quality 
stocks—especially if devoid of “growth” factors or other 
appeals to the speculative imagination—have not in this 
bull market risen above semi-depressed levels, as meas- 
ured by highs in former years, even though all are well 
up from the extreme lows. 

In the case of utilities, chances of important gain in 
earnings are slight and there is the political factor. On 
the other hand, it is hard to imagine that the political 
troubles of utilities in coming years will be any greater 
than they have been heretofore—and regardless of what 
they have been, the utilities in the accompanying list 
have long earned and paid good dividends. In the case 
of rails, there is the “political regulation” factor plus 
distrust of postwar earnings potentials. As.a generality, 
the latter distrust may well be warranted, but there are 
exceptions to most generalities. The very few rails in 
the list are “strong credit” situations offering reasonable 
assurance of continuing good dividends. Other stocks in 
the list—for instance Safeway, Kroger, Beatrice Creamery, 
H. L. Green and Melville Shoe—have always been 
classed by the market as “stable income’’ stocks rather 
than “capital growth situations.” 

Various of the stocks tabulated have been analyzed 
at one time or another in fairly recent preceding issues 
of this publication. We comment briefly below on six 
of the others. 


Melville Shoe 


This company is a leading operator of retail shoe 
stores, owning the “Thom McAn” and “John Ward” 
chains. A subsidiary manufactures the bulk, though not 
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all, of the shoes sold. Sales are predominantly of men\ i. 
footwear, including hosiery. The dividend record iff givid 
excellent and has been maintained for some twenty. ever, 
eight years. With sales gains held down by shoe ration-§ g9 +, 
ing, this company has more to gain than lose from theB fp 
end of the war—provided the postwar years see the ref Nort 
atively high level of national income that most Govern-§ unde 
ment and private economists expect. It can expect af given 
very substantial business from returning veterans. Gact 
Sales reached a record high of $64,028,000 in 1942, 
declining last year under impact of rationing to $51, 
564,000. However, since the Treasury under existin> 
high tax rates absorbs the bulk of any shrinkage in pr-— Tp 
tax earnings, net income of $2,452,000 was only slighth § jicht 
below 1942 figure of $2,582,000. In its best prewar year, |aroe 
1936, before it had acquired the J. F. McElwain Com gan F 
pany as its manufacturing subsidiary, Melville had nef gas . 
income of $2,388,000 on dollar gross roughly a_ thirlB jono-t 
lower than now. With a relatively stable business except piche 
under deep depression conditions, the company woullf gyctic 
obviously benefit markedly from any degree of postB costs. 
war tax reduction. is alsc 
There are 927,162 shares of common outstanding, pref ithe u 
ceded by g2,161 shares of 5°% cumulative preferred. Pe cover 
share earnings in recent years have been: 1940, $2.96: mode: 
1941, $2.64; 1942, $2.29; 1943, $2.15. For the first sixBever, 
months of the current year the figure was $1.01, against preser 
$1.08 the year before. Thus the $2 dividend paid over§ maint 
the past two years, against $2.25 in 1940 and 1941, ifthe e 
now covered by a very slight margin. However, the years 
financial position is strong and the end of the war infnual 
Europe may be expected to bring relaxation in shoe§tween 
rationing, with a proportionate improvement in Melis mc 
ville sales and earnings. Therefore, the directors ma\§3o, né 
well elect either to maintain the present dividend or tof compa 
reduce it but slightly and temporarily. Latest balance§ previo 
sheet showed current assets of $17,490,000, against curfand § 
rent liabilities of $5,354,000—a quite comfortable ratio.f§ended 
Moreover, current assets included $9,914,000 in cash orfyear 1 
equivalent, with inventories only $6,273,000. For a merfihare, 
chandising concern, this is an unusually strong ratio o!fbefore 
cash to inventory, also a strong ratio of cash to total waar 
working capital of approximately $12,136,000. seems 


Great Northern Preferred 


In 
with s 
South. 
pany | 
Ings te 
Farnir 


Great Northern is an unusual railroad in that it ha 
no common stock. Therefore, the preferred, which is 
non-cumulative, is the equity issue in everything bul 
name. The back record has been well above average 
of rails, with deficits for the stock only under the deep 
depression conditions of 1932, 1933 and 1934. It earned 
as much as $4.09 per share in the prewar year 1939. lithe py 
averaged about $3.62 a share for the three years 1935§Was be 
1937. Though postwar rail volume certainly will be falfing th 
less than now, there would seem to be scant reason tfcovera 
fear it will be less than in fair to middling prewar years 
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On the contary, the increment in postwar volume as 
compared with prewar is bound to be roughly in line 
with the gain in general business activity as compared 
with prewar. 

This road has effected large scale debt retirement out 
of abnormally high war-time earning power; and when 
the current refunding program is completed, fixed 
charges will be only $12,500,000 a year against $19,600,- 
000 in 1934, in which depression: year g5 per cent of 
fixed charges were earned. Had the $12,500,000 of fixed 
charges prevailed under 1934 operating conditions, the 
road would have earned nearly $3 a share on the pre- 
ferred instead of a deficit of 43 cents. This stock paid 
dividends of $5 to $7.50 during much of the 1920’s. How- 
ever, there were subsequent long lapses and the present 
$g rate has been paid only since and including 1941. 
In the writer’s belief, the much strengthened Great 
Northern should be readily able to continue the $2 rate 
under almost any conceivable postwar conditions and, 
given good general business conditions, there is a dis- 
tinct chance it may be higher. 


Pacific Gas & Electric 


This is an operating company and the largest electric 
light and gas organization on the Pacific Coast, serving 
large areas of central and northern California, including 
San Francisco, Sacramento, Oakland, San Jose and Fresno. 
Gas supplied is mainly natural. As with all utilities, 
long-term growth of volume has not been reflected in 
higher earnings because of restrictive effects of rate re- 
ductions, higher operating 


depression conditions, not less than $1 was paid. Finan- 
cial position shown by most recent balance sheet ap- 
peared adequately comfortable with current assets of 
$66,271,000—of which the major items were $46,013,000 
of inventories and $15,234,000 in cash—comparing with 
current liabilities of $19,625,000; thus making current 
ratio of about 3.3. 


General Telephone 


This is a holding company controlling the largest 
group of telephones in the country outside of the Bell 
System. It was formed in a bankruptcy reorganization 
in 1935 as successor to Associated Telephone Utilities 
Co. Results since reorganization have been favorable. 
There are seventeen operating subsidiaries serving some 
2,800 communities in seventeen states. The parent 
company has no funded debt, capitalization consisting 
of 175,000 shares of $2.50 cumulative convertible pre- 
ferred stock and 637,070 shares of common. The pre- 
ferred is convertible into 134 shares of common up to 
March 31, 1946; thereafter into 114 shares up to 1950. 
Subsidiaries have $41,938,000 in funded debt and $15,- 
782,000 in preferred issues. Total assets approximate 
$130,000,000. Current assets shown by latest balance 
sheet amounted to $16,317,000, of which approximately 
$11,400,000 was cash or equivalent, comparing with cur- 
rent liabilities of $9,882,000. 

Lowest dividend paid since reorganization was $1.20 
in the depression year 1938, since which it has been 
raised several times. The rate was $1.40 by 1940, $1.55 
in 1941 and has been $1.60 








costs and higher taxes. As 
isalso generally the case in 
the utility field, earnings 
cover dividends only by a_ || 
moderate margin. How- || 
ever, the $2 rate on the || 
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since. Earnings appear 
stabilized now _ around 
$2.25 a share, affording 
good coverage to the divi- 
a ee | dend. The yield of about 
Price Dividend Yield || 6.2 per cent at recent prices 
Ree bd — yo | appears attractive. 
yy 6.00 9. 

— of 2a National Distillers 
3214 2.10 6.4 eae ; oe h 
6934 3.60 5.1 This leading distiller is 
2572 160 62 too well known to require 
3634 2.00 5.5 : 
9° 50 54 more than brief comment. 
354% 200 56 Its general prospect for the 
4445 250 5.6 | remainder of the war pe- 
6 2.00 5.5 | riod and for the postwar 
3444 2.00 5.8 gph? I 

“7 33 200 60 i} years is similar to that of 

... 45% 3.00 65 | Schenley, which is dis- 

se 524 3.00 5.7 cussed in a feature analysis 
rf i os beginning on page 616 of 

“ "| this issue. Prewar earnings 








approximately 6 per cent 
seems adequately secure. 


Kroger Grocery 


In sales this is the third largest retail food chain, 
with some 3,000 stores mainly in the Middle West and 
South. The field is a relatively stable one and the com- 
pany has always distributed a major portion of its earn- 
ings to shareholders. It does not issue interim reports. 
larnings were $2.71 a share in 1943; and the range for 
the preceding four years back to and including 1939 
was between low of $2.49 and high of $3.01. Consider- 
ing the nature of operations, this appears quite adequate 
coverage for the $2 dividend. Under the most adverse 
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ran consistently around 
$3.50 a share or moderately better, comparing with $4.14 
last year. This is the tenth year of dividends at $2 or 
more—$2.75 having been paid in 1936 and 1937, $2 in all 
other years. The latter rate yields around 6 per cent on 
recent market price and may be considered quite secure. 
Financial position is strong. 

Among others in the list that we have previously com- 
mented on favorably, special attention of income invest- 
ors is again directed to Chesapeake & Ohio, Columbia 
Broadcasting, Lee Rubber and Standard Oil of Ohio. 
All offer good yields, with probably less than average 
vulnerability to market reactions. However, some fur- 
ther decline in prices seems likely, so that purchases even 
for income may well be deferred where feasible. 








The Jitters 


September 6 went into market 
history as a day in which nervous 
traders suddenly got a dose of 
“early peace” jitters. There was 
nothing in the immediate news to 
account for it. If anything, Nazi re- 
sistance on the western front had 
stiffened at that very time. But all 
sorts of rumors were flying around, 
as it to be expected in the final weeks 
—or months—of the war. In terms 
of issues traded, the decline was not 
very far from being unanimous. 
Question immediately raised is 
whether there will be a fast selling 
climax with support only a few 
points down in the Dow, or whether 
a protracted zig-zag downtrend has 
been inaugurated. Only the market 
can answer it. Meanwhile, specula- 
tors who play “signal systems” are 
bearish at this writing. Since the 
market does their thinking for them, 
they may be bearish one week, bull- 
ish the next week—if meanwhile they 
have not got still more bearish. If 
any of the quick change artists have 
got rich—and stayed rich—out of 
these whirling dervish tactics—or out 
of betting on the races—we don’t 
happen to know them. 


War Stocks 


The so-called war stocks—so far 
on reaction—have not acted any 
worse than other sections of the list. 
Most of them on the current set- 
back have declined no more than 
the general average or a bit less. 
This is understandable. Not having 
been bulled--much less over-bulled 
—their immediate technical posi- 
tions in many instances have been 
much stronger than those of peace 
stocks that were highly favored on 
the June-July post-invasion boomlet. 
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Exceptions 


In the face of pronounced market 
weakness, Thompson Products, W. 
T. Grant, Corn Exchange Bank and 
Beneficial Industrial Loan recently 
made new highs for the year. But 
one swallow doesn’t make a sum- 
mer. The chances are slight that 
one can pick stocks capable of con- 
tinuing to rise during a general re- 
action as pronounced as that cur- 
rently indicated. 








| STOCKS RECENTLY WEAKER 
THAN MARKET AVERAGE 


Am. Distill. Skelly Oil 
Cont. Oil Std. Oil Cal. 
Emerson Elec. Std. Oil Ind. 


Union Oil Cal. 
Southern Railway 
Graham Paige 


Mid-Cont. Pet. 
Ohio Oil 
Park & Tilford 


Plymouth Oil U. S. Steel 
Seaboard Oil Gulf Mob. & O. 
Sharp & Dohme _ Boeing 


Shell Union Freeport Sulph. 


STOCKS RECENTLY RESISTING 
GENERAL MARKET DECLINE 


Bendix Aviation Am. Sugar 
Thompson Prod. Ches. & Ohio 
W. T. Grant Sperry 


Lone Star Cement United Airc. 
Elec. Auto Lite Holland Fur. 
Nat. Dairy Beatrice Cream. 




















Oils 


In these columns we earlier noted 
the tendency of oil stocks to lag 
behind the general market average 
on the summer advance and dis- 
cussed the possible reasons for it: the 
main reason being expectation that 
peace-time earnings for a goodly 
period to come will be lower than 
the excellent figures now being 
shown by most of these companies. 
On a recent day in which 16 com- 
mon stocks made new lows for the 
year, 11 of them were made by 
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oil shares, a decidedly uncommon 
proportion. 


United Drug 


United Drug is regarded by some 
analysts as having promising longer. 
term potentials, and has proved to 
be a good low-price trading vehicle 
since the culmination of the one-way 
market rise in the summer of 1943, 
On four previous reactions over this 
latter period of about 13 months it 
was a good buy in the range 111, 
to 13 for substantial raliies on a 
percentage basis. However, there 
has been an upward tendency in the 
successive highs and lows, with high 
of last July 173% and recent price 
1514, against 1944 low of 12% 
On the basis of the previous pattem 
of trading swings, good support 
seems likely no lower than the range 


14-121/. 
Chemicals 


One hears frequently of marvelous 
new developments in chemicals ané 
of expansion programs of this 0 
that company. The trouble with all 
this, from a market point of view, 
is that most chemical stocks at thei 
1948 recovery highs were just (0 
popular and, therefore, sufficient) 
over-priced to deter investment de 
mand. These are undeniabl} 
“good” stocks—but the profits avail 
able in most of them, especially the 
leaders, have been below averagt 
both on the intermediate markel 
swings and on the major cycles. 0 
the past decade or more. They at 
“moderate” movers on both at 
vances and declines. On all marké 
rises since 1942 they have been 0 
the laggard side. However, in a ge 
eral reaction, no doubt they wi 
hold up better than average. 
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Neat and Simple 


' North American Aviation found 
itself with large surplus. war inven- 
tories as a result of cut-backs. It 
offered to sell about $10,000,000 
worth of the stuff to the R. F. C. for 
$1, proposing to recover the loss by 
corresponding deduction from its 
Federal income tax payments. This 
looks like the fastest method yet 
suggested whereby manufacturers 
can rid themselves of surplus war 
goods without loss or red tape, and 
without costing the Government 
more chan would be the eventual 
loss anyway. The War Department, 
which does not object, has referred 
the matter to W. S. Clayton, Sur- 
plus War Property Administrator, 
for decision. It is reported that the 
Treasury doesn’t oppose the plan, 
and it is hard to gee why Mr. Clay- 
ton should. 


The domestic famine in retail 
cigarette supply threatens to get no 
better soon. It is due — to put it 
with the height of simplicity — to 
an unprecedented demand, in which 
the soldiers and sailors figure 
prominently, and to an inadequate 
supply. It has been aggravated by 
consumers buying as many packs 
ahead as they could wheedle out of 
friendly merchants. Now we are 
told that the liberated areas of Eu- 
tope are starved for tobacco and 
that America must supply it. We 
wonder why. Food, yes. But since 
Europeans have managed to survive 
in slavery without tobacco, can they 
not survive in freedom without 
tobacco — at least until supplies 
ean be increased? Meanwhile, how- 
ever large the demand, the tobacco 
companies are making quite mo- 
derate profits, what with costs so 
sharply higher and prices ceilinged. 
Higher prices to the manufacturers 
look like a good bet — when and 
if OPA fades out of the picture. 


One More 


And still the search continues 
for promising mergers. One of the 
latest: Fairbanks, Morse in a 
$4,000,000 deal bought the Pomona 
Pump Co., with plants at Pomona, 
Cal., and St. Louis. Another one: 
American Home Products, which 
has been doing much of this sought 
of thing for some time, bought 
Marietta Dyestuffs Co., Marietta, 
Ohio. : 


Progress 


American Viscose reports perfect- 
ing the first 1.0 denier rayon staple 
fibre, making possible the spinning 
of much finer, stronger and better- 
looking yarns than with standard 
rayon staple fibres. The new type 
will be used in shirtings, sheer dress 
goods, knit goods, blouse fabrics, etc. 


New Goodyear Process 


The capacity of our synthetic 
rubber plants could be increased 
some 40 per cent, and rather simply, 
by adoption of a new process per- 


fected after long research in labora- 
tories of the Goodyear Tire and 
Rubber Co. Synthetic rubber is now 
made through a series of chemical 
reactions, each handled in a sepa- 
rate tank. The Goodyear develop- 
ment is a  continuous-process 
method. It also is claimed to yield 
a better quality rubber, more readily 
worked into auto tires . It could 
increase capacity of existing plants 
to 1,338,000 long tons a year, a figure 
which looks considerably larger than 
normal peace-time needs. 


Auto Prices 


The idea that post-war autos must 
cost 25 or 30 per cent more than be- 
fore the war is not accepted by 
Studebaker’s President Paul G. 
Hoffman. This company is plan- 
ning for post-war sales about double 
its 1941 volume; and at prices “only 
slightly higher.” If one prominent 
company can make cars of accept- 
able quality without sharply raising 
previous prices, others can do like- 
wise and, as a matter of fact, would 
have to. 





Kayser & Co. (Julius) 
Briggs & Stratton Corp. 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Creole Petroleum Corp. 
First National Stores 
Goodyear Tire & Rubber 
Myers (F. E.) & Bro. Co. 
Atlas Plywood .. 
City Stores Co. 
Diamond Match 
U. S. Plywood 
Ameri. Potash & Chemical 
Bath Iron Works 
Burroughs Adding Mach. 
Clorox Chemical 
Reynolds Springs Co. 
Four Wheel Drive Auto Co. 0.00.22... 
Paraffine Cos., Inc. 
Engineers Public Ser. & Subs. ...............-...-+-+ 
Greyhound Corp. ...... 









































Latest Year 

Peried Age 

Year June 30 $3.16 $2.79 
6 mos. June 30 2.00 1.75 

July 1 quar. 72 65 
6 mos. June 30 1.19 40 

6 mos. June 30 2.89 2.82 

9 mos. July 31 2.57 1.92 

Year June 30 1.66 111 
6 mos. July 31 63 56 

6 mos. June 30 86 84 

July 31 quar. -78 66 
6 mos. June 30 1.40 1.27 

6 mos. June 30 3.85 3.19 

6 mos. June 30 36 25 

Year June 30 3.55 3.07 
9 mos. June 30 1.11 83 
Year June 30 4.46 3.30 
Year June 30 4.03 3.04 
12 mos. July 31 1.99 1.51 
6 mos. June 30 1.76 1.74 
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War Weapon 
This war is being fought on a 


Eoolossal supply scale. Take one key 


transport item alone: locomotives. 
The Army owns and operates great 
numbers of them — exact total not 
revealed — in every important area 
of foreign action or defense. Where- 
ever the GI’s of the infantry ad- 
vance, the railroading GI’s are not 
so far behind. A great many hun- 
dreds of locomotives have been sup- 
plied to our Allies, especially Russia. 
One company alone — American 
Locomotive — is reported to have 


‘ delivered over a hundred locos to 


Russia this year, with other hun- 
dreds to follow. What will the Army 


do with its surplus locomotives after 


Baltimore & Ohio 


The B. & O. is not only studying 
ways and means to meet $71,000,000 
in notes to the R. F. C., maturing in 
November, but is also reported to be 
contemplating “readjustment” of 
its $550,000,000 of other obligations. 
That certainly looks like a huge 
undertaking. 


Shoes 


The shoe industry expects to set 
new records in production after the 
war. Some estimates — perhaps a 
bit over-optimistic — are that the 
shoe plants can hire 50,000 more 
workers than are now employed, the 
latter figure being around 175,000. 
There is no reconversion problem. 








































Pepsi-Cola 


The object of a stock split is to 
create better marketability. This is 


certainly warranted in some in. 


stances where stocks are very high in 
dollar price or where the amount of 
shares outstanding is so small as to 
make for violent market gyrations, 
An example of the latter was the old 
J. I. Case stock, which was split to 
increase the issue from former 192,. 
204 shares to 772,000 shares now. In 
need hardly be ssaid that the “in. 
siders” who initiate stock splits don’t 
do so in order to make it easier for 
themselves to accumulate the stock, 
A proposed split naturally carries 
with it some inference that some- 
body wants a better market for 
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os war? Probably sell °em abroad liquidation. Yet it is a curious fact 
cheap or give ’em away. that news of a split nearly always 
ee eaeniey Supply ; brings some rise in the stock, and - 
It will take considerable time after that the new shares will usually have § “/ / 
War production of International the end of the war to restore normal a larger aggregate market value than 007 
Harvester Company has for some supply conditions in lumber. For the old. Pepsi-Cola, which has often i" ¢ 
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demand not long after the consumer 000,000 board feet of lumber not ity. But then, these things are not . 
durable goods industries and con- adaptable for war uses. Distributors done by average stockholders. “wae ‘ 
" struction swing into activity. U.S. = may now sell cuch lumber without : it 
Plywood Company seems very pleas- _ priority ratings or special WPB au- am mi 
ed with its outlook, especially in thorizations up to an amount not Company Briefs up. W 
that the Chrysler Corp. is one of its exceeding one-third of their inven- Directors of Chicago & North 9%. 
choice customers. tories of September 1. ™ : . . 
Western Railroad will not consider § yy, 
DECLINES SHOWN IN RECENT EARNINGS REPORTS dividend action on the commoniite co 
Latest Year stock until later this year... oe most 
\ Period Ago war automobiles will be lighter an ui 
American-Hawaiian S. 0. oo.....-s.ssssseeseseeeseees 6 mos. June 30 $1.40 $1.70 more atractive than before, said ee 
Mead Johnson & Co. 6 mos. June 30 4.82 5.73 General Motors’ Chairman Alfred P. {stron 
Pitts. & West Virginia Rwy. ..............--0. 7 mos. July 31 2.10 2.47 ee Sa Philadelphia Electric fight | 
Foster Wheeler Corp. 6 mos. June 30 4,35 4.63 GATE 000.000 of 23 the c 
Associated Dry Goods 6 mos. July 29 85 1.16 plans oo sell $130, i ” ”s PS expre 
Chicago, Burl. & Quincy R. R.. 0.0.0.0... 7 mos. July 31 5.93 12.58 cent first mortgage bonds on or margi 
Illinois Central R. R. Sys. .......ceseesseccessseeee 7 mos. July 31 8.11 11.11 about Dec. 1 in order to redeem a warra 
Ingersoll-Rand Co. 6 mos. June 30 2.93 3.09 like amount now carrying coupon takin; 
Magemmecott Copper oun... nan cscnsssscseseccossssecnnes 6 mos. June 30 1.99 2.06 rate of 314. . . Standard Oil of Cali- pany’ 
New York Central R. R. Sys. ...............::000 7 mos. July 31 340 5.83 fornia completed 41 producing wells pressi 
Eastern ee EMS i 6 mos. June 30 74 1.08 in August, the largest figure of any ited a 
Miami Copper 6 mos. June 30 59 71 month in the company’s history. .. Jona 
West Virginia Pulp & Paper... 9 mos. July 31 154. 1.80 United Fruit has opened negotiation land 
Crown Zellerbach July 31 quar. 46 32 with the Maritime Commission seck- §!" 
McLellan Stores Co. 12 mos. July 31 1.45 1.63 f= iced hres the it 
Dresser Mfg. Co, 9 mos. July 31 5.21 6.79 me Kish er - nonin Sage and : 
Heiner Stores Corp. 20. -nn..scccscsssssscssessssssesseoces 6 mos. July 31 2.89 3.14 sad mbination freight and yore partis 
North American Aviation ..........c.c00-0--- Year Sept. 30 1.98 2.15 ships at earliest possible time. . . heati 
Southern Pacific Tran. Sys. .........cc...-sssss00 7 mos. July 31 7.12 13.01 General Precision Equipment has § pew , 
Interstate Dept. Store 6 mos. July 31 1.24 1.34 purchased control of the Ampro types 
I Msi nics om cedongust ney. csaieans 6 mos. June 30 AT 57 Corp., Chicago*maker of motion pic- I s 
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Household Equipment Stocks 


“I have read many things indicating 
a boom in household equipment after the 


Bwar and I see no reason to doubt it. 


However, from the advertising now ap- 
pearing and other evidence, it seems that 
quite a number of companies, which are 
not now in this business, are going to 
jump into it—especially in refrigerators, 
radios and washing machines but also in 
other items too. With this new compe- 
tition looming up, I am wondering wheth- 


with a profit in the latter but the former 
shows me a small loss as I bought it in 
1939 at 491%4. I had been thinking about 
buying some more of these or other 
household equipment stocks but now I 
am more inclined to sell out or lighten 
up. What do you think?”—R. P. S., Chi- 
cago, Ill. 


There is no doubt that there will 
be considerable new competition in 
most types of household durable 
equipment, and most of it on the 
part of companies large enough and 
strong enough to make a formidable 
fight for customer favor. Therefore, 
the concern which the above letter 
expresses as regards future profit 
margins in this field is probably well 
warranted. The writer would suggest 
taking profits in Maytag as this com- 
pany’s back record is far from im- 
pressive, diversification is very lim- 
ited and competitive stamina is ques- 
lonable. On the other hand, Hol- 
land Furnace has a strong trade posi- 
tion and is especially well fixed in 
the important matter of distributing 
and service facilities. Moreover, its 
particular specialty—circulated air 
heating systems—seems to face less 
new competition than more common 
\ypes of household apparatus. 

I suggest that one way of invest- 
ment participation in the expected 
post-war activity in household equip- 
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ment, without involving any impor- 
tant threat of new competition, is 
through shares of floor coverings 
manufacturers such as Bigelow-San- 
ford Carpet, Mohawk Carpet Mills, 
Armstrong Cork or Congoleum. All 
are well established, and their com- 
petitive problems appear unlikely to 
be materially different from what 
they were heretofore. As all of these 
stocks have had substantial advances, 
purchases are advisable only on deep 
price reactions. 


Southern Railway 


“IT bought Southern Railway common 
last year almost at the top—297% against 
high of 3034 and now I am stuck. Al- 
though some rails got to new highs this 
year, Southern did not and the best was 
285, with it recently under 25. The debt 
has been cut down, the earnings are good 
and there is a $2 dividend but it looks 
like the market in this stock is thinking 
about a post-war depression for the rail- 
roads. Some people say the railroads 
are going to have hard times again after 
the war but others say that if there is 
good general business they'll make enough 
money for higher prices on the stocks. 
What would you advise me to do with 
this stock? I don’t want to hold it if it 


2 


is likely to go much lower.”—J. W.., 


Troy, N. Y. 


Southern Railway operates in a 
territory which has had substantial 
long-term industrial growth and 
which is likely to retain a sizable 
part of its war-time industrial expan- 
sion. This is in its favor. On the 
other hand, while there has been a 
considerable reduction in debt and 
fixed charges, the relative improve- 
ment in this respect has been less 
dynamic than in the case of some 
other roads. The writer believes rail 
volume and earnings prospects after 
the war are considerably better than 
the pessimists expect but not so good 


as the optimists prophesy. There 
can be no doubt, however, that there 
will be a very large drop in rail earn- 
ings during the transitional period; 
and it must be noted that there is 
formidable and increasing political 
pressure for reduction of freight 
rates in southern territory. As South- 
ern Railway common sold as low as 
20 early this year, as low as 1534 at 
one time in 1943 and as low as 1214 
in 1942, it is obvious that it could 
decline importantly from present 
levels in the event of any extensive 
general market reaction. 

In the writer’s opinion, the cheap- 
est rails—in relation to reasonably 
probable post-war earnings—are the 
strong credit rails. I would suggest 
that you sell Southern, use the loss 
as a tax offset against any profits 
taken or to be taken this year, and 
hold the released cash for re-invest- 
ment when market reaction provides 
more favorable buying opportunities. 
On such a reaction you might con- 
sider Great Northern preferred (this 
road has no common stock) as there 
has been a major reduction in fixed 
charges. Even before this war-time 
debt reduction, it earned an average 
of $3.14 a share in the period 1936- 
1939, should readily better that after 
the war on the reduced fixed-charge 
basis and probably will eventually 
maintain a dividend materially high- 
er than the present 2% a year basis. 


Continental Oil 


“I see that most of the oil companies 
are reperting good gains in profits but 
the stocks have been lagging on recent 
market advances. I have held Conti- 
nental Oil as an investment for some 
time and it recently went down in a ris- 
ing stock market. What do you think 
is the matter with the oils and especially 
Continental?” —A. M. G., Los Angeles. 
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Oil companies are doing a record 
volume of business at profitable 
prices and have a favorable base as 
regards excess profits tax. In the 
basic, or long term outlook, we see 
nothing to be concerned about. But 
marketwise, the trouble seems to be 
the growing thought of investors 
that the present prosperity 1s Just 
too good to last. That is undoubted- 
ly to some extent true. It will take a 
very considerable time after the war 
before increased civilian consump- 
tion can make up the gap in volume 
that will be left by the drop in mili- 
tary demand. As the oils have a 
good war-time tax situation, they 
seem to have relatively less to gain 
from post-war tax revision, and elimi- 
nation of the excess profits tax, than 
have many other types of companies. 

Good oils usually don’t go so high 
in market advances, or so low in re- 
actions, as do speculative stocks. But 
they are up considerably from their 
lows: for instance, Continental was 
as low as 17 in 1942. Certainly they 
could react quite a bit from present 
prices if there is a period of general 
market weakness, and recent tech- 
nical action of most issues appears 
to suggest that new or additional 
purchases might well await more op- 
portune levels. However, you say 
you have held Continental Oil for 
some time as an investment. On that 
basis the writer would advise you to 
retain it and ignore interim fluctua- 
tions which seem unlikely to be at 
all extreme either way. This is one 
of the most conservative oil compa- 
nies in every way, including account- 
ing practices. On actual earnings 
and future earnings potentials, it is 
also one of the most reasonably 
priced oils. . 


Merchandising Stocks 


“There was a published statement / 
saw somewhere recently that the average 
department store or clothing store had 
operating profits of over 10 per cent on 
the dollar of sales in 1943, compared 
with only 2.3 per cent in 1940 and 1.6 
per cent in 1939. Is this true? If it is, 
does it not suggest that profit margins of 
retailers will be much reduced after the 
war? In that case, what do you think 
of merchandising stocks at present 
prices?” —T. E. P., Trenton, N. J. 


We cannot vouch for the figures 
you cite, though we have seen them 
published as having been released by 
the Controllers’ Congress of the Na- 
tional Retail Dry Goods Association 
as based on the average for 299 de- 
partment stores and apparel specialty 
stores. There is no doubt that pres- 
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ent profit margins in some types of 
retailing are abnormally high, due 
importantly to reduced customer 
services. As post-war sales in most 
cases can hardly be higher than now 
and profit margins will be lower, net 
earnings are quite likely to average 
under present levels—unless more can 
eventually be gained from tax re- 
vision than will be lost with respect 
to profit margins and volume. 

Merchandising stocks, especially 
department store issues, have been 
among the most popular equities in 
the bull market of the past two and 
a half years. They have long since 
ceased to be bargains on reasonable 
investment appraisal and are prob- 
ably subject to extensive mark-downs 
in transitional market reactions. 

The writer would favor purchase 
of selected retailing issues at reaction 
prices; and in making selections 
would favor companies with an im- 
portant stake in “hard goods” over 
those handling “soft goods” exclu- 
sively. The reason is that soft goods 
sales volume is at an all-time boom 
level now, while volume in hard 
goods, because of short supply and 
many absent items, is depressed and 
can only go up after the war. A few 
examples of retailers with a large 
normal business in durable goods are 
Montgomery Ward, Western Auto 
Supply and Speigel, Inc. 


United Aircraft 


‘T bought 100 shares of United Air- 
craft in 1943 at about 35, so it now 
shows me a considerable loss. Looking 
over the record, I saw it sold as high 
as 431% in the depression year 1938 when 
there wasn’t any war and it earned over 
$2 a share; and that it was as high as 51 
in 1939 and earned $3.53 a share. It 
has been holding fairly well in the mar- 
ket this year against all the bearish talk, 
with the low so far above last year’s low. 
It is quite a bit higher now with every- 
body thinking about early peace than it 
was several months ago, but a friend of 
mine in a bank told me I'd better dump 
it as the bottom was sure to fall out of 
the airplane business after the war. 
Would you advise me to take my loss? 
To what extent do you think the tax 
carry-back provision would support earn- 


ing power?”—E. K. H., Dallas, Tex. 


The recent technical action of this 
leading aircraft stock, along with 
most other similar stocks, has been 
tentatively encouraging. Whether it 
has put a lasting bottom behind, the 
writer, of course, cannot say. More 
convincing evidence as to this logi- 
cally ought to be provided by the 
stock’s market behavior on and after 
actual defeat of Germany. Pending 
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such a test, I would not favor ney 
or added purchases. But since yoy 
have held the stock this long, the 
risk of selling out near bottom mus 
be weighed against the risk of po 
sible further reaction. The writer 
would be inclined to accept the lat. 
ter risk and sit tight. The bigges 
hazard facing the aircraft companig 
centers in the question of whether 
war contracts will be settled fairly 
and promptly. The writer assume 
that the Government will settle fair. 
ly and promptly, in which case the 
leading companies will emerge from 
the war much stronger financially 
than they were before the war. The 
expansion of capacity has not been 
capitalized to any significant extent 
by the companies. While volume 
will be a small fraction of what it 
is now, it nevertheless has a good 
chance of being much larger than 
in any prewar year. Especially if 
given any eventual tax relief, the 
stronger companies, among which 
United ranks high, probably will 
fare materially better in earnings 
than your banker friend imagines. 
As for the tax carry-back, no ana 
lyst can figure this in anywhere neat 
precise terms for the tax calculation 
is most complicated. It can be said 
in general that when a company is 
in the excess profits bracket, its share 
of any earnings decline is only 15 
per cent, provided the reduction 
does not take profits below the ex. 
cess profits level. Below the latter 
level, the tax carry-back saves the 
company 45 per cent of the shrink 
age In operating net income. In the 
event of loss, not less than 4o per 
cent thereof is recoverable provided 
the loss does not exceed operating 
profits of the preceding two years. 
The carry-back, in short, is a crutch 
for profit cripples, not a stimulant. 


American Power & Light 6% 
Bonds of 2016 


“T own some American Power & Light 
6% bonds due 2016 and I see that the 
company may ask for authority to call 
them at par, whereas they were paying 
as high as 106 under an offer that ex- 
pired early in August. According to the 
bond itself the call price is mentioned as 
110 plus all accrued interest, so I won- 
der if you could explain to me how they 
can call them at par.’ —S. J. T, Redline, 
ea 


The American Power & Light Co. 
was ordered to dissolve by the Se- 
curities Exchange Commission and 
it was contemplated that all the 
bonds would be retired and that the 
company would be recapitalized into 
one class of stock with possibly 90 
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r cent of the new common allotted 
io the existing preferred shares and 
all unpaid arrears thereon, while the 
remaining 10 per cent would be al- 
lotted to the present common share- 
holders. : 

There seems to be a fine point of 
law connected with the retirement 
of the bonds and which, to the best 
of our knowledge, has not been test- 
ed in the courts. The contention is, 
and we believe it has S.E.C. ap- 
roval, that the bonds are not being 
called for redemption under the ex- 
sting indenture but that the matur- 
ity has been accelerated by unfore- 
seen circumstances and_ therefore 
payment at par is satisfaction of the 
contracts. "This doctrine was ad- 
vanced in an order issued by the 
Securities Exchange Commission in 
the case of the Cities Service Power 
& Light 51% per cent bonds due 1949 
and 1952, which also covered the 
preferred stock of Cities Service 
Power & Light except for shares held 
by Cities Service Corp. itself. Sup- 
porting this theory is a decision of 
the U. S. Circuit Court of St. Louis, 
Mo., in the Laclede Gas Light reor- 
ganization where the Judge ruled 
that redemption at face value plus 
accrued interest does not violate the 
bond contract, since it does not con- 
stitute voluntary redemption by the 
company. The opinion further states 
that payment of a premium. to the 
bondholders would not be fair and 
equitable to the stockholders and 
would set in motion a chain of com- 
plaints of preferential treatment and 
demand for like consideration. 

The present market price of the 
American Power & Light 6% bonds 
due 2016 would tend to confirm the 
implication that retirement at par 
was in prospect. On the other hand 
if there is any substantial holding 
of this issue by larger insurance com- 
panies and other large institutions 
and estates, you may witness a fur- 
ther legal test on the validity of the 
tight of the Securities Exchange 
Commission to accelerate the date 
of maturity. In the event of a nega- 
tive decision as to the powers of the 
Securities Exchange Commission, 
you could then look forward to ob- 
taining the call price of 110 and re- 
tention is therefore suggested for the 
time being. 


Port of New York Authority—tTri- 
Borough Bridge Bonds 


“Do you consider that Port of New 
York Authority bonds and Tri-Borough 
Bridge bonds should be accepted as be- 
ing of investment quality? Also can you 
give me any information as to the taxable 
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status. My original purchase was made 
on a basis that they were tax exempt but 
the U. S. Treasury Department wants 
to collect a tax on them.’—G. H. O., 
Darien, Conn. 


When the bonds you refer to were 
originally issued they were accepted 
as being tax exempt under the pro- 
vision of the income tax law, grant- 
ing exemption to securities issued 
by political subdivisions of the sev- 
eral states. Neither of these units is 
identical with the City of New York 
but it would be impossible to dis- 
tinguish clearly between these units 
which are non-profit corporations 
and between municipal government 
per se. 

In the case of the Tri-Borough 
Bridge, the war and regulations 
thereunder such as gasoline ration- 
ing, etc., have tended to reduce traf- 
fic sharply and therefore earnings 
have been lowered. The conditions 
affecting the Port of Authority have 
been much the same since it controls 
tunnels and the George Washington 
Bridge. It also operates a warehouse 
that is used as a terminal for motor 
freight carriers handling less than 
carload lots of freight and the build- 
ing itself is 100 per cent occupied. 

Last week the United States Cir- 
cuit Court of Appeals issued a deci- 


‘sion holding both issues of bonds 


referred to above to be exempt from 
Federal income taxes and confirmed 
a ruling of the United States Tax 
Court on this point. The decision 
was by a majority of two to one. The 
majority opinion stated that the City 
or State had delegated authority to 
these units to perform a traditionally 
governmental function in conform- 
ity with the state law. The dissent- 
ing judge stated he could not con- 
sider the reasoning of the majority 
unsound and that, while in his own 
belief the authorities were separate 
companies not entitled to tax ex- 
emption, “he would not go to the 
stake” in defense of his own belief. 
In view of the softness of the dis- 
senting opinion it would seem there 
should be little chance of the ver- 
dict being upset if the case were 
taken to the U. S. Supreme Court 
and it would seem safe to assume 
that the bonds are tax exempt. Re- 
tention is suggested as peacetime 
prospects are highly satisfactory. 


Fisher Brothers 


“Can you tell me anything about the 
four Fisher Brothers and an Officer of 
General Motors, named Sorenson, be- 
coming Directors of Wéaillys-Overland? 
Have the Fisher Bros. contracted to 
make the body of Waillys-Overland? 


What low-priced stock would you ad- 
vise buying now for a quick turnover?” 


—M. D. Y., Marquette, Iowa. 


So many rumors have been passed 
along about the Fisher Brothers that 
it is doubtful if any of them are 
more than wishful thinking. Press 
representatives had the privilege of 
interviews with the result that little 
was learned beyond the fact that 
they have withdrawn from the Gen- 
eral Motors organization and will 
probably re-enter the automotive 
field in some way on their own. 

As to Mr. Sorenson, he was not 
previously with General Motors but 
came to Willys-Overland from the 
Ford organization. The Willys- 
Overland stock got up to 20 in the 
face of a flood of rumors and appar- 
ently little thought was paid to the 
fact that Mr. Sorenson can obtain 
a block of Willys-Overland at 3. 

The flotation of so many rumors 
coincident with activity in low- 
priced speculative shares has been 
the cause of considerable concern 
among officials of the New York 
Stock Exchange and administrators 
of the Securities Exchange Commis- 
sion. How they can be completely 
prevented is not clear and it is ad- 
mitted on all sides that much harm 
can come to the public and to bro- 
kers from the wide circulation of 
unfounded stories, particularly those 
which tend to stimulate activity at 
advancing prices. 

_ It is not the policy of our organ- 
ization to recommend speculations 
for quick turnover, so we cannot 
comply with the request contained 
in the last paragraph of your letter. 


Louisville Gas & Electric Co. 


“There is much in the papers regarding 
the possibility of the sale of the Louisville 
Gas & Electric Co. to the City of Louis- 
ville, Ky. What effect, if any, would such 
a sale have upon the stock, pricewise and 
in regard to future dividend policies? I 
have 50 shares of the ‘A’ stock bought 
years ago well under $15. It shows a 
good profit, also pays a good dividend, 
well over 10% on the cost of the stock. 
What would you suggest regarding the 
stock? If it should be sold, in view of 
present conditions, would you please rec- 
ommend a dividend paying stock for the 
switch?”—H. W. H., St. Clair, il. 


The price the City of Louisville 
would pay would necessarily be a 
factor in determining the ultimate 
value of Louisville Gas & Electric 
stock. While discussions have been 
held by duly qualified officials of 
the City of Louisville and officials 
of the Standard Gas & Electric Co., 

(Please turn to page 636) 
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Pause one brief moment. Compare your lot—and 
that of the men and women in your employ—with 
the lot of the infantrymen who meet the enemy 
face to face, who do the hardest fighting, who 
suffer the most casualties. 

Let the full impact of war’s unending grimness 
swiftly convert any tendency toward complacency 
into revitalized urgency. Remember—the war is 
not yet won. 

As top management and labor, you’ve been en- 
trusted with two major responsibilities—steadily 
maintained production, and steadily maintained 
War Bond Sales through your Pay Roll Savings 
Plan. 

Decide now to revitalize your plant’s Pay Roll 
Plan. Have your Bond Committee recheck all 
employee lists for percentages of participation 
and individual deductions. Have Team Captains 
personally contact each old and new employee. 
Raise all percentage figures wherever possible. 





Don’t underestimate the importance of this task. 
‘This marginal group represents a potential sales 
increase of 25% to 30% on all Pay Roll Plans! 


Your success will be twofold: A new high in War 
Bond Sales; and a new high in production. Be- 
cause a worker with a systematic savings plan has 
his mind on his work—not on post-war financial 
worries. He’s taking care of the future now. His 
own. And his Country’s future. Help him! REvI- 
TTALIZE YOUR WAR BOND PAY ROLL SAVINGS PLAN. 


Official U. S. Coast Guard Photo: The elevator to a Coast 
Guard-operated transport hospital 


Zz The Treasury Department acknowledges with 
ry, ) Ge CK Whe appreciation the publication of this message 
C f 
SELL MORE THAN BEFORE! * 


This is an official U. S. Treasury advertisement—prepared under the auspices of Treasury Department and War Advertising Council, 
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Per capita business activity continues to 
sag slowly; but is still about 1!/,% better than 
last year. For the month of August our index 
averaged about 135.5, compared with 134.8 
in July and 131.1 for Auaust. 1943. Without 
compensation for population growth the August 
index was approximately 162.9%, of the 1923-5 
average—!.3 point lower than July, but 3.4%, 
ahead of August a year ago. 


* * * 


Meanwhile industrial production has de- 
clined under contract cancellations to a little 
below last year's level. Explanation for the dis- 
crepancy lies in the circumstance that man 
other fields of business activity are still well 
over last year. In fact only three—coal, lum- 
ber and steel—of the eight major activities en- 
tering into our weekly business index are on a 
lower level than a year ago, and in all three in- 
stances the declines, caused mainly by strikes 
and labor shortages, are less than 3%. 

* * * 


Department store sales in the week ended 
Aug. 26 were 18% above the like period last 
year, compared with gains of only 9%, for four 
weeks and 7%, for the year to date. 


* * * 


Official statements concerning manpower 
situation are somewhat contradictory and con- 
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CONCLUSIONS 


MONEY AND CREDIT — Lend-Lease 
aid to July | valued at $25 billion, net, 
after deducting upwards of $3 billion 
"Reverse Lend Lease.” Our own war 


expenditures same period, exclusive of 
Lend-Lease, totaled $162.5 billion. 


TRADE—Department store sales in 
week ended Aug. 26 were 18% above 
last year, against gains of only 9% for 
four weeks and 7%, for year to date. 


INDUSTRY—WPB favors prompt re- 
sumption of civilian production when 
Germany falls. Liberal interim loans 
upon assets frozen by contract termina- 
tion will help supply needed ready 
cash. 


COMMODITIES—Bumper crops and 
military successes in Europe drop grain 
futures to new lows for the year. De- 
cline in spot prices cushioned by Gov- 
ernment support. 
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Inflation 


Factors 





Latest Previous 
Wk.or Wk. or 
Month Month 


Year 
Ago 


Pre- 
Pearl 
Harbor 


PRESENT POSITION AND OUTLOOK 





FEDERAL WAR SPENDING (#f) $b 
Cumulative from Mid-1940 





FEDERAL GROSS DEBT—$b 





MONEY SUPPLY—Sb 


Demand Deposits—101 Cities 
Currency in Circulation 


1.84 1.71 
214.7 212.9 


1.18 
131.3 


0.43 
14.3 





209.7 209.4 


144.0 


55.2 





35.9 34.4 
aoe 23.0 





BANK DEBITS—13-Week Avge. 
New York City—$b 
100 Other Cities—$b 





INCOME PAYMENTS—$b (cd) 
Salaries & Wages (cd) 
Interest & Dividends (cd) 
Farm Marketing Income (ag 
Includ'g Govt. Payments (ag 





CIVILIAN EMPLOYMENT (cb) m 


Agricultural Employment (cb) 
Employees, Manufacturing (Ib).. 
Employees, Government (Ib) 

UNEMPLOYMENT (cb) m 





FACTORY EMPLOYMENT (ib4) 


Durable Goods 
Non-Durable Goods 


FACTORY PAYROLLS (Ib4) 








FACTORY HOURS & WAGES (ib) 
Weekly Hours 
Hourly Wage (cents) 
Weekly wage ($)__....____— 











PRICES—Wholesale (Ib2) 
Retail (cdlb) 








COST OF LIVING (ib3) 
Food 
Clothing 
Rent 














RETAIL TRADE 
Retail Store Sales (cd) $b 
Durable Goods 
Non-Durable Goods 
Dep't. Store Sales (mrb) $b 
Chain Store Sales (ca) 








MANUFACTURERS’ 


New Orders (cd2)—Total......_.__ a 
Durable Goods .................. a 
Non-Durable Goods —.__......_.. 

Shipments (cd3)—Total____........ = 
Durable Goods 
Non-Durable Goods ........_ = 








BUSINESS INVENTORIES—$b 
End ef Month (cd)—Total............. ze 
Manufacturers’ 
Wholesalers’ 
Retailers’ 
Dept. Store Stocks (rb2) 




















(Continued from page 629) 

fusing. WPB Chairman Nelson, before departing 
for China, testified before the Senate War |h, 
vestigating Committee that overall manpowy 
needs will go down at least another 300,000 by 
the end of the year, whether Germany is defeated 
or not this year. He asserted that, with ming 
exceptions, all critical arms programs are being 
met and that war production does not requir 
more than 100,000 of the 700,000 workers already 
released from munitions industries. 


* * * 


Mr. Nelson's testimony is highlighted by a re. 
cently released report from the Combined Pro. 
duction and Resources Board disclosing that the 
United Nations’ output of war materials ; 
four times that of the Axis. 


* * * 


Over against this, OWI claims that manpower 
shortages are causing 13 war production and serv. 
ice industries—among these heavy guns and am. 
munition—to lag critically. “Shipbuilding and re. 
pair yards need 110,000 workers by Jan. | and the 
remaining 12 programs could use 300,000 more 
employees." (Mr. Nelson testified that the lag 
in artillery production results from belated recog- 
nition that air bombing can not take the place 
of shell fire in this war.) 


* *¢ * 


As we see the picture, it is possible to recon- 
cile these two seemingly conflicting viewpoints 
without imputing misrepresentation to either au- 
thority. Many wartime workers (housewives and 
elderly people, for example) released by cutbacks 
are withdrawing from the labor market; school 
children, who joined the labor force temporarily 
during the summer recess, are going back to 
school; while other workers released from wat 
industries are being absorbed by civilian produc- 
tion which has already begun to pick up a little. 


* * * 


Incidentally, the Veterans’ Employment Serv- 
ice of the War Manpower Commission reports 
that it has already found jobs for more than a 
half million of the 1,279,000 veterans who have 
thus far come home. 


* ¢ # 


Business is relieved to learn that the WPB's new 
acting chairman, J. A. Krug, endorses absent 
chairman Nelson's program for gradual recon: 
version; but some question the wisdom of his 
addendum that industrial rehabilitation of rail- 
roads and power plants should come before in- 
creased production of consumer goods. There 


is talk that the President may forestall further 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
INESS ACTIVITY—1—pc Aug. 26 133.4 133.3 131.3 118.2 
uM. W. S.)—l—np........... ok. Aug, 26 162.7 162.6 158.0 139.5 | conflicts over policies by putting WPB, OPA. 
— WFA and other wartime agencies under the strict 
7. o ——— (rb3) Jue ps = Li bh control of a new office of war mobilization 
RB ARES ba crsc cc cscecincesceses s ) 
Shea-Derable Goods, Mfr July 168 169 177 14] and reconversion, possibly headed by Fred M. 
Vi f the O. E. S. 
CARLOADINGS—t—Total Aug. 26 906 887 904 833 Si 
Manufactures & Miscellaneous... Aug. 26 404 397 398 379 * * * 
Mdse., LC. L Aug. 26 109 106 102 156 
Coal aN: SAR oe Sent ieee ~~ = — ~~ a — Director of contract settlement, Robert H. 
GROIN onnennen-ennnnssssseeveeeetnecnsins seeesenetens — 0 Hinckley, promises that war contractors whose 
ELEC. POWER Output (K.w.H.)m Aug. 26 4,418 4,451 4,322 3,269 contracts are terminated will be able to obtain 
SOFT COAL, Prod. (st) m Aug. 26 12.0 11.9 12.2 10.8 | Prompt interim fnancing, pending final setlement, 
Cumulative from Jan. |________ Aug. 26 413 401 385 466 through "T-loans” at their local bank up to ap- 
MTOGRS ENG CAG e:<s0.cssescsenssesccesensssaessses July 61.4 59.7 75.6 61.8 | proximately 90% of the sound value of their 
frozen by contract termination. The 
ETROLEUM—(bbis.) m wor cunete y 
Teds Output, “Daily....:..:.:s00sses0sse00- Aug. 26 4.67 4.68 4.20 4.11 region's Federal Reserve Bank will guarantee such 
Gasoli Sicha Aug. 26 80.74 81.48 71.64 87.84 | to $500,000 + eae te 
ey oo — Tapia Peeters in, os 5934 58.74 66.72 94.13 | loans up to $500, — single anche 
Heating Oil Stocks prhestaseoccanacssancsscesee Aug. 26 = 41.54 40.31 36.41 54.85 | Larger loans will be sent to Washington to be 
d. 
[UMBER, Prod. (bd. ##.) m Aug. 26 646 620 647 re aaa 
Stocks, End Mo. (bd. #.) Brencac: July 3.5 3.3 4.1 12.6 aids 
July 7.47 7.22 7.41 6.96 a . . M i 
i ecdative, trea Jee. eo seccesooe Jey — = oe —_ rie pi = pont oas ar) Leaiiaa 
ENGINEERING CONSTRUCTION $25 billion, net, after deducting upwards of $3 
AWARDS (en) $m yon : eee Hy Pg “aan billion "Reverse Lend-Lease." Our own war 
Cumulative from Jan. I...............00 : ' ' ' ' atin dutien tl ‘od lus; 
penditures during the same period, exclusive 
eer nan yh ie -— Aug. 26 129 137 148 165 of Lend-Lease, amounted to $162.5 billion. The 
aperboard, New Orders (st) t.... July 33.2 49.6 28.7 80.0 | President wants Lend-Lease continued until Japan 
Machine Tools, New Orders—$m July 8.5 7.9 11.9 14.0 | falls. The money is all spent here, and American 
Portland Cement Prod. (bbls) m.... July 59 49 46 8.1 Sditend ile. iad dian lich x 
Whiskey Withdrawals (tax gals.) m Jul 341, 349° 419° 506 weapons wielded by Allied fighters lighten the 
Do., Stocks, End Mo............. july 20.3 21.2 22.9 17.1 load upon our own Armed Forces. 
Cigarettes, Domestic Sales—b.... ‘ : ‘ : 








ag—Agriculture Dept. b—Billions. ca—Chain Store Age, 1929-31—!00. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 
Dep't, Jan., 1939—100. cd3—Commerce Dep't. 1939—I100. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
data. en—Engineering News-Record. |—Seasonally adjusted Index. 1923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. 1926—100. Ib3— 
Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m. Millions. mpt—At Mills, Publishers & in Transit. mrb-M.W.S., using F.R.B. data. 
np—Without compensation for population growth. pc—Per capita basis. rb2—Federal Reserve Board, adjusted index, end of Mo., 1935-9 
—100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
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6 Investment Trusts ~ 427 34.0 40.2 38.1 
3 Liquor (1927 Cl—1!00)_... 365.4 291.4 339.5 323.0 
8 Machinery —.....0- 125.4 105.2 121.5 115.8 
2 Mail Order 0... (98.7 82.5 96.76 94.1 
3 Meat Packing =. IGA 55.5 66.4 63.3 
11 Metals, non-Ferrous _.._—-150.4 116.4 139.7 136.1 
3 Paper 17.9 12.9 17.9D 16.9 
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4 Radio (1927 Cl—100)__. 31.1 215 29.1 27.8 
7 Railroad Equipment 63.7 51.5 62.2 58.4 
18 Railroads 20.7 14.1 18.8 17.6 
2 Shipbuilding 85.9 70.3 77.6 80.5 
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2 Sulphur 178.2 160.7 166.9 163.0 
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Prospects of record crops this year combined with the 


Trend of Commodities 
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astounding military progress of Allied troops in Europe to prices would necessitate higher prices for bread or else g (¢ 
depress cash and futures prices since our last issue. Futures program of subsidies to bakers involving a hopelessly com. inc 
broke to a new low for the year; but Government support plex administrative job. The trade believes that ceiling ioe 
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Air Conditioning 











(Continued from page 615) 


ye no bonds or preferred stock. The 
common Offers a very attractive yield 
-about g%—and sells at less than 
six times 1943 earnings. 

Holland Furnace is the leading 
maker of hot-air heating equipment 
and also makes oil and gas burners, 
an automatic coal stoker, and air- 
conditioning systems. While growth 
of sales has not been remarkable 
(the company has not gone in very 
heavily for Government orders) the 
earnings and dividend record has 
been good since 1936. Finances are 
exceptionally strong, with cash 
nearly two-thirds of total assets and 
27 times all debts. Net working 
capital amounts to over $23 a share. 
The company is, therefore, in strong 
position to benefit by the increasing 
popularity of hot-air furnaces, but 
its mechanical coal stoker may run 





r, Dec. 6 
> «(194/) 
8 163.9 
5 169.2 
8 148.2 








1987 
1444 








into competition with the radically 
new and small coal burner developed 
by research agents for the coal indus- 
try and recently described in the 
newspapers. The company should 
also be able to build up its air-con- 
ditioning business. The stock offers 
a fair yield based on the $2.00 di- 
vidend. 

Servel, Inc. is the only domestic 
producer of electrolux and similar 
refrigerators which use gas or kero- 
sene fuel. Although some of the basic 
rights expired in 1943, the company 
can probably maintain its position 
through numerous patents on im- 
provements. While the gas refrig- 
erators are usually higher priced 
than the electric models they are less 
expensive to Operate in natural gas 
areas. The company also makes 
commercial and industrial refriger- 
ating equipment, water heaters and 
gas home air-conditioners. The lat- 
ter field is expected to have a big 
development after the war. The 
company’s catalog which features 
all- year-round air conditioning, 
states “‘the Home of Tomorrow will 
be heated and cooled with gas.” 
The Servel unit combines indirect 
fred heating and absorption refrig- 
eration in one unit with gas as a 
fuel and water as the refrigerant. 
While the company operated at a 
deficit in 1929 and later years, it has 
remained in the black since 1934 
and dividends ($1 in recent years) 
have been paid since 1936. It has 
been substantially in war work dur- 
Ing the past two years, with de- 
creased profit margins. Thus far me- 
chanical refrigerators have been ex- 
cluded from the Federal regulations 
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permitting some renewed produc- 
tion of household appliances, and 
the company may encounter some de- 
lays in getting back to normal pro- 
duction and developing its impor- 
tant new line. 

Safety Car Heating & Lighting Co. 
is an old organization, predecessor 
companies having started in 1887. 
It operates entirely in the railway 
passenger car field, having added 
air-conditioning equipment to its 
older lighting business and other 
miscellaneous lines and has co-oper- 
ated with Carrier in the new de- 
velopment. The predecessor and 
present companies paid dividends 
continuously since 1888 with the ex- 
ception of 1932. The company main- 
tains a very strong cash position, 
and has a small capitalization—9gq,- 
018 shares. The stock is traded over- 
the-counter, yielding around 5.8%. 





Corporate Earnings During 
Transition 
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pact of new products and new ma- 
terials which is likely to create nu- 
merous and perhaps important cross- 
currents not now foreseeable. Only 
actual experience will tell the story, 
hence no effort is made here to at- 
tempt any projection of such influ- 
ences. Such developments must be 
watched and assessed individually; 
this will be one of the important fu- 
ture tasks of this publication. 

Despite the lack of finality with 
which one is forced to deal with the 
question of transitional earnings 
prospects, certain conclusions never- 
theless are warranted on basis of 
available facts and trends in the 
making. 

For one, in the light of known 
OPA thinking on postwar pricing, 
it is difficult to see how postwar 
earnings of any particular industry 
could materially exceed best pre- 
war results except under enormous 
volume. In this respect, taxes as- 
sume added importance but gen- 
erally speaking, earnings promise to 
be best in industries where demand 
backlogs are biggest. This is no 
mere truism but a logical deduction 
in view of existing policy trends. 
Purely transitional earnings, espe- 
cially during the earliest phase, are 
of course overwhelmingly condi- 
tioned by production volume and 
secondarily, by pricing policy. They 
are bound to show a sharp tempo- 
rary recession in all reconversion in- 
dustries, recovering later in direct 
proportion to expanding volume but 
a high break-even point as envisaged 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri 
cans. This is number twenty-three of a series. 


ScHENLEY Dist1Lers Corp., N. Y. 


I’m Cured! 


Some day, when I find time, I might 
write a little book entitled “Overheard 
by a commuter.” Be sure you read that 
correctly; I said overheard not “over- 
head.” The latter might be a subject for 
another book. 


The other day I overheard a very 
interesting conversation between two 
fellow commuters in the seat just behind 
me. Odd, isn’t it, how hard it is to 
resist listening to conversations when 
it’s none of your business; or looking 
over a fellow’s shoulder while he is read- 
ing something? Sort of draws you likea 
magnet. Well, what I started to say was, 
both of these chaps were griping and 
grousing about their high income taxes 
and rationing, and about a lot of other 
inconveniences that are a part and parcel 
of wartime conditions. 


Now, really, these two guys aren’t 
bad fellows—they were just blowing off 
steam. In a pinch they’d sacrifice a lot 
more than they are giving up now... 
they’d give their “shirts,” if necessary, 
to help win the war! After all, griping 
is one of the privileges of a free and 
articulate citizenry. And just listen to a 
good soldier’s gripe, sometime, or talk 
to a seasoned, old top-sergeant. 


This writer happened to be cured 
of “grousing” in a rather peculiar man- 
ner. He was privileged to read a letter, 
sent to a neighbor, from a boy who is 
somewhere in the South Pacific. The boy 
wrote of the many hours he was spend- 
ing in fox holes dodging Japso’s bombs; 
how he and his buddies had to dive into 
these holes “in the middle of the night.” 
Then he wrote in his letter, “I under- 
stand some of the folks back home are 
griping about their ration cards. Tell 
them for me—I’ll trade my fox hole for 
their ration card—even!” Well, it takes 
a jolt like that, once in a while, to bring 
you to—and to shame you, too. In that 
case what do you do? You just stop 
griping. 

Well... this war—this job we’re doing 
costs a lot of money—our money. We’re 
paying for it... but it’s worth the price. 
It’s durable goods we’re buying! And 
what good would our money, or any- 
thing else, do us if we lost all of the 
things that are worth so much more, to 
most of us, than all the money in the 
world? You see, I really am cured! 


MARK MERIT 


of ScHENLEY DisTILLERS Corp. 


FREE — Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y. and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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What's Ahead For 


STOCKS 
When German War Ends? 


\ ILL pent-up demands, huge buying 
power, tremendous foreign needs cause 
postwar boom or will reconversion tie-ups 


delay revival? 


57 Outstanding Stocks 
UNITED'S New Report: “What to Expect 
When War Ends” includes study of 57 
stocks offering early peacetime investment 
opportunities. 

YOURS WITH 6 WEEKS' "TRIAL" 


Copy of this valuable report together with 
weekly Bulletin Service for 6 weeks sent to 
new readers for only $2. 


Send $2 for Report MY-21 NOW! 


UNITED BUSINESS SERVICE 
210 Newbury St. Boston 16, Mass. 








by OPA policy may slow earnings 
recovery perhaps more than now 
anticipated. 

Outside of reconversion indus- 
tries, products which have been 
available to consumers throughout 
the war will continue to be priced 
according to present standards. This 
applies especially to textiles, cloth- 
ing, shoes, food products, etc., and 
earnings consequently will hold up 
as long as demand does. Much the 
same should be true of producers of 
raw materials, most of which are 
held under ceilings not far above 
prewar levels. Here again, demand 
rather than prices and taxes will 
constitute the governing factor, at 
least for some time. 

Fortunately, there can be nothing 
rigid in whatever pricing policy will 
be adopted. Methods will be modi- 
fied and changed to fit changing 
conditions, and prices promptly re- 
calculated if found out of line. 
While the burden of proof rests on 
the manufacturer, chances are that 
he can expect fair treatment because 
no price-making body can afford the 
risk of jeopardizing postwar recov- 
ery and employment by ill-advised 
insistence on rigid principles. The 
weeks ahead, when a small trickle 
of civilian production by reconvert- 
ed concerns is expected, will provide 
a dress rehearsal of tentative pricing 
policies and the experience gained 
should enable OPA to cope with the 
far larger problem when actual re- 
conversion begins. Only then will 
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it be possible to throw further light 
on the earnings prospects imme- 
diately ahead. 





Chemicals Look to Peace- 
time Progress 





(Continued from page 608) 


the textile. It is claimed that the 
feel or texture of the material re- 
mains unchanged. Films of plastic 
materials are used to obtain the 
other effects described above. 

Celanese, usually classed as a 
textile company but also active in 
plastics and chemicals, has recently 
advertised several interesting new 
research products. Lumarith V.N. is 
a sheath of flexible, transparent, 
water-proof plastic now used to en- 
case guns for protection against im- 
mersion in water. After the war, it 
may be widely used for packaging, 
for water-proof apparel, housewares 
and home-decoration. Another 
product is Fortisan, which is not 
only the strongest yarn yet devel- 
oped, but extremely light-weight. It 
should be available after the war for 
lingerie, draperies, gowns, umbrel- 
las and many other uses. Other 
products are Lindol, a non-inflam- 
mable oil which is pressure and 
heat-resistant, and Vinilite, a shatter- 
proof, flexible, translucent plastic 
which can be widely substituted for 
glass. 

Because of outstanding long-term 
growth characteristics and relative 
immunity to receivership (because 
of conservative capitalization), most 
chemical stocks command a good 
premium over other industrial issues. 
Dividend yields are correspondingly 
modest. Chemicals constitute, there- 
fore, somewhat of a “luxury” group, 
well suited to the wealthy investor 
who is more interested in gradual 
appreciation of investment than in 
high current income. They don’t 
appeal to the speculator, large or 
small, because they have little or no 
price “leverage,” and their cyclical 
movements (both intermediate and 
major) are less than for other indus- 
trial groups. At the highs of the 
present bull movement the index of 
five chemical stocks stood at 80 per 
cent of 1937 high. 

While the chemicals more than any 
other group seem to exemplify the 
theory of “common stocks as long- 
term investments,” it is obvious that 
the investor must be patient and per- 
sistent to reap the rewards of the 
industry’s growth. He can _prob- 
ably obtain the best results by in- 
vesting in companies notably active 


in the development of new reseayj 
products, since these (at least in q 
early stage of their development) 
joy patent protection and yield 
ter profit margins than the compet 
tive, standard lines. 





Companies Buying Their 
Own Shares 





(Continued from page 619) 


nounced _re-acquisitions, _ besi¢j 
those listed in the appended tabj 


American Locomotive 4,300 shar¢ 

Companies have other metho 
open to them in the case of px 
ferred stocks which they wish tox 
tire or hold in their treasurid 
Usually they issue a call for redem 
tion, partial or entire, or ask fj 
tenders. With the more speculatiy 
attitude of the public toward coi 
mon stocks than towards preferr 
shares, even a hint that “the com 
pany is buying its own stock,” woul 
start competitive buying in it. Ri 
acquisitions therefore are usually us 
dertaken in small lots. With few e 
ceptions, the increases shown in th 
monthly reports by companies whic 
regularly re-acquire some of thei 
common shares, are of modest pr 
portions at any one time. 





Today's Market Position and 
Prospects for 100 Low- 
Priced Stocks 





(Continued from page 612) 
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Also 


nvest: 
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7 
company operates street car line 
and bus lines in Manhattan, in the 


Bronx and Westchester 
While some of the great increase it 
its income in the past two years te 
flects war-time conditions, there att 


CountyB.. 


possibilities that a large part of isf.,; 


business can be retained and tha 
average income may be fair to good. 


The company has paid only part olf; 


the interest on its income bonds but 


may clear up the interest arrears bef 
fore long. On the whole, howevelf, 


longer range prospects are specult 
tive. 

There.are a number of other stock 
which had large percentage move 


from the 1941-2 lows to the 1943-4) 
highs, which are not contained iter, 


any of the tables. Some of them art 
hard to classify as being betweet 
radical speculations and the sounde! 
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-rease il 
years Te 
here até 


nds but 
ears be: 
Oowevele 
specula 


ks. Events could happen which 
nid make some of them candidates 
still higher levels. Among those 
this list which have already moved 
m the low-priced to the medium- 
iced field and which might hold 
jssibilities for the future” are in- 
uded American Ice, American 
‘olen, American Type Founders, 
tler Bros., Century Ribbon Mills, 
ity Stores, Columbia Gas & Electric, 
msolidated Film Industries, Con- 
mental Motors, Coty, Electric & Mu- 
al Industries, Gabriel “A,” Gen- 


0 shares f al Cable, Gotham Hosiery, Mead 
inder Gorp., Revere Copper & Brass, Texas 


ulf Producing, and J. R. Thomp- 

n. Some of them have advanced 

p0% or more from the lows of two 

as ago, but in this speculative 
Micgory, that is no absolute deter- 
nt if further prospects for earnings 
@mprovement exist. 





Investment Audit of 
Schenley Distillers 





(Continued from page 618) 
virtually maximum potentials 
om a consumption standpoint. The 

‘Buestion is difficult to answer but 

‘Bre factor which deserves considera- 
in in this connection is the slow 

put steady increase in the percen- 

#ee of population in “dry” states. 

nother factor is the number of 
monopoly” states (of which there 
re seventeen), distributing liquor 
rough state store systems. Both 
ed to limit growth potentials of 
iquor sales. 
Also, there is always the danger that 
centration of interests in past 
ears may eventually lead to monop- 
bly suits, coupled with congressional 
vestigations and renewed attacks 
i the liquor industry by “drys.” 
Phis is one reason why some ob- 
tvers believe that consolidation in 
he liquor industry has not only run 
scourse but that eventually there 
ay even occur a reverse trend lead- 
lg to some divestment of liquor 
..ploperties by some of the major 
mits, and instead, greater diversi- 
cation in other fields to assure over- 

ll growth continuance. Schenley, 

like all others, would naturally be 

ilected should developments force 

Such a policy although so far there 

sno evidence of such intentions on 

the part of any liquor company. 

f_ The marked trend towards diversi- 
ication must however be viewed as 
lefinite recognition of growth limits 
in the beverage distillery field prop- 
er. As to maintenance of volume—in 


e . 
em aN fontrast with further growth poten 


ye tlals—there is reason to believe that 
CB the industry is capable of consider- 
able slump resistance, similar to 
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This announcement appears as a matter of record only and is under no circumstances to be 
construed as an offering of these Bonds for sale or as a solicitation of an offer to 
buy any of such Bonds. The offering is made only by the Prospectus. 


NEW ISSUE 


To be dated September 1, 1944 


The First Boston Corporation 
Blyth & Co., Inc. 
Lee Higginson Corporation 


A. G. Becker & Co. 


Incorporated 


Kidder, Peabody & Co. 
Stone & Webster and Blodget 


Incorporated 


September 7, 1944. 








$65,000,000 
Armour and Company 


First Mortgage Twenty-Year 34% Sinking Fund Bonds, Series E 


Offering price 102'4% and accrued interest, 
to yield about 3.10% to maturity 


Copies of the Prospectus dated September 6, 1944, describing these 
Bonds and giving information regarding the Company may be obtained 
in any State from only such dealers participating in this issue as may 
legally offer these Bonds under the securities laws of such State. 


Kuhn, Loeb & Co. 
Harriman Ripley & Co. 


Incorporated 


Ladenburg, Thalmann & Co. 
Union SecuritiesCorporation White, Weld& Co. 


To be due September 1, 1964 


Smith, Barney & Co. 
Goldman, Sachs & Co. 
Lehman Brothers 

Glore, Forgan & Co. 

Lazard Freres & Co. 




















every “habit” industry. Due to its 
short post-prohibition record, suf 
ficient data are lacking to permit ap 
praisal of the degree of slump re- 
sistance to be expected. While in all 
likelihood, it will not be as high as 
that of the soft drink industry, it 
should nevertheless be a factor of 
importance. 

Schenley, like every other liquor 
company, will be subject to these 
trends and influences; its great di- 
versification therefore is doubly note- 
worthy as a guarantor of stability 
of earning power and future growth. 
The liquor business essentially is a 
merchandising business and Schen- 
ley’s aggressive and progressive man- 
agement has proved itself adept 
under difficult merchandising con- 
ditions in the past. Together with 
the company’s favorable trade posi- 
tion, this should permit a fair de- 
gree of optimism as to its post-war 
competitive standing and_ longer 
range results. 

If, nevertheless, Schenley common 
persists in selling at unusually low 
multiples of present and prospective 
earnings, it must be attributed to 
the aforementioned uncertainties and 
imponderables rather than to any 
deep-seated doubt over adequate 
future earning power. We can prob- 
ably add to this uncertainty over 


future dividend policy, in view of 
the indicated need for additional 
working funds, though the present 
dividend yield is far from skimpy. 

Statistically, the stock at current 
market value does not look over- 
priced. Earnings on invested capital 
have doubled since 1939, percentage- 
wise, and for the last fiscal year were 
12.894 which compares favorably 
with the showing of many _high- 
priced industrials. There has been 
steadv enhancement of the stock’s in- 
trinsic value as shown in the ac- 
companying tables of comparative 
statistical data and balance sheet 
items. In spite of the recent stock 
split-up, current assets value, book 
value and cash assets value per share 
compare favorably with the respec- 
tive 1939 figures. On the other hand, 
the stock now sells almost at twice 
the 1939 high. Total market value 
of the common issue at current price 
fails to equal the amount of net 
current assets, though coming close 
to it: in 1939, at the high of 1774, 
it amounted to about 40%. The 
stock, then, has clearly covered con- 
siderable ground marketwise and, 
everything considered, probably rep- 
resents a fairly full commitment at 
current market valuation. 

This does not mean that it is with- 
out enhancement potentials though 
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1428 STOCKS APPRAISED 


In this Simple ... Clear... Easy 
to Understand Investors Handbook. 
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—Stocks Favored for Appreciation . . . by Price Range 


—Stocks Attractive for Investment . . . by Yield 


Containing essential data for evaluating your present holdings— 


for studying contemplated purchases . . . a service comparable in 


every way to ones costing $15 to $25 a year. 


The INVESTORS Company’s Business .. . Ticker Symbol, Where Listed. 


Capitalization, Par Value . 
Company, Number of C 
Outstanding, Par Value of Common. 


GUIDE will 
TELL YOU: 





of Dollars, Ratio of Assets to Liabilities. 


. . Funded Debt of Each 
and Preferred Shares 


Financial Strength . . . Working Capital in Millions 


Dividend Record . . . Amounts paid in 1942, °43, to date in 44. Amount and 


Date of Latest Payment; Date Ex-Dividend. 


Earnings Record . . . Earnings per share in 1940, 1941, 1942 and 1943. Interim 
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ground. 
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to most attractive . . . least promising... 
term. 

RATINGS ... EXPERT EVALUATION . . . You secure, at a glance, the jud 
ment of security experts as to the speculative or investment character of eac 
security based on its background, position and prospects. 


. with definite conclusions as 
over the short term and the longer 
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S5 a year (12 issues) 


The Magazine of Wall Street 
90 Broad Street, New York 4, N. Y. 


As a subscriber to The Magazine of Wall Street, please send 


me the Investors Guide for one year. I enclose $5. 








these probably will not fully m 
terialize until the market can ge 
clearer ahead. Early this year, hea 
buying of Schenley carried the stod 
into new high ground, making th 
year’s price range prior to the split 
up 5474-3814. Price range of th 
new shares is 3614-3054. After reced 
ing from the high in recent reaction 
ary markets, the stock has bee 
holding fairly firm around 3214, 





Securities Disturbing 
Investors 





(Continued from page 627) 


no indication has been forthcoming 
from either side as to the price a 
which a deal could be consummated. 
The President of the Louisville Ga 
& Electric Company and its director 
are reported to feel that the City 
and its citizens can be served to bet 
ter advantage under private owner 
ship, though of course, that could be 
an attitude assumed for the purpos 
of getting as high a price as possible 
for the properties involved. 

Another property controlled by 
Louisville Gas & Electric Co., namely 
Madison Light & Power is reported 
to be for sale and a figure of $624; 
ooo has been quoted for this prop 
erty to a group of citizens in Mad. 
ison, Ind. This in itself would tend 
to confirm that the operators of the 
Louisville Gas & Electric Co. would 
not strenuously oppose a sale at a 
satisfactory figure. 

Nor can one overlook the posi 
bility that the Securities Exchange 
Commission would also favor a sale 
if it would in any way contribute 
to the problem of simplification in- 
cident to the recapitalization of the 
Standard Gas & Electric Corp. and 
its subsidiaries. 

In the meantime earnings for the 
first six months of 1944 were about 
10 per cent above those for the first 
half of 1943, in the face of higher 
operating expenses and taxes, so that 
the longer term outlook should be 
distinctly favorable. Under the cit 
cumstances we can see no reason 10 
disturb the position you have not 
to become unduly alarmed over any 
developments in connection with 
the proposed acquisition of the 
properties by the City of Louisville 
for the equity should be more than 
the current price of the shares. 


Certain-teed Products 


“IT own some shares of Certain-teed 
Products, both preferred and common 
Price movements in both have been rathet 
amazing, the common sold up to 9 and 


The 

Ped Pi 
jyancl 
} early 
nent O 
pttlem 
ally t 
ert thi 
onds ¢ 
on to 
greed 
izars 

lan W 
ame t 
he hig 
ban 1 
preed 
or eat 
733 
hares 

are 1 
erred 
ng in 
liffere: 
ire 0 
ageu 
prefer} 
n tenc 
or 20 
ppenir 


ender 


4 P 
fiate | 
telivel 
Eacl 
ages 
pxact 
es p 
ength 
irst 
ould 
‘sion 
be gel 
Bt 1S 
advan 
nder 
base j 
ontet 
bonde 
he p 
voulc 
ave 
ause 
ome 
utstd 
If 
eferr 
on | 
per Cc 
and < 
shoul 


THE MAGAZINE OF WALL STREETpE?1 





m back to 6, while the preferred ad- 
seeMnced from 57 almost straight up to 110 
ear, heavy fore any decline set ae also notice 

the stocfMirre is @ large short interest in the com- 
aking thelpon, while the preferred was traded 

the spline different ways around August 
ef th mth. Could you tell me anything that 
: wld account for these unusual ac- 


ter reced. ns?’—B. J. M., Tulare, Calif. 
 Teaction. 


has been 


3214. |The common shares of Certain- 


d Products were quite active at 
jvancing prices in contemplation 
{early announcement of a readjust- 
pent of the bonded debt and some 
ttlement of the preferred. Orig- 
——— fully there had been a plan to con- 
Gey) the preferred into new income 
onds and to give two shares of com- 
‘homing on to each share of preferred that 
price aereed to the exchange. When the 
mmatedfiars group gained control this 
ville Gafplan was called off and, about the 
directonmme time the shares were reaching 
the Cityfihe high points you mention, a new 
d to bet-plan was announced. This plan 
e ownerpeteed to give 20 shares of common 
could befor each share of preferred up to 
purpose 8733 shares and from 14 to 18 
possible hares of common plus $5.00 per 
are in cash to the remaining pre- 
led by erred shares. The reason for trad- 
, namelygg in the preferred shares at two 
reported flifferent prices arose from the de- 
o£ $624,Bre of speculators and/or arbi- 
is prop fageurs to obtain certificates for 
in Mad-gpreferred shares in order to make 
ild tend tender of them under the offer 
‘s of theffor 20 shares of common and at the 
. would—ppening price on the final day for 
ile at agenders there was a differential of 
}, points between cash or imme- 
e€ possi-filiate delivery price and for regular 
xchangetlivery shares. 
r a sale Each plan offered certain advan- 
itributeBages but as we do not know the 
tion inact basis for computation of ex- 
| of the ites profits taxes we shall avoid too 
rp. and@engthy a comparison. Under the 
ist plan preferred shareholders 
ould have gained an upward re- 
ision in quality in that they would 
he first getting a bond and bond inter- 
higher st is a charge prior to taxes. This 
so that Rdvantage may be offset somewhat 
uld befinder the present plan if the tax 
the cir Mase is high enough and since it is 
ason tofontemplated that the present 
ve norfonded debt may be extinguished 
yer any@ie position of the common shares 
1 withfvould be strengthened if we are to 
of thefave a difficult post-war period be- 
uisville fuse there would be no prior in- 
e thanffome charges if there were no bonds 
.. utstanding. 
If you elected to accept the offer 
; elerred to above you received com- 
on shares to the extent of about 40 
smmonfer, cent of your preferred holdings 
rather ¥'4 as stated before a further offer 
9 anfPould be forthcoming shortly. As 
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How Tomorrow’s WEATHER 
CONCERNS YOU... 


as an Investor 


Mark Twain said, “Everybody talks about the 
weather, but nobody does anything about it”... 
air conditioning has done something about it. 





Result: a great new industry. 


Our latest study AIR CONDITIONING, available 
on request, affords a picture of the general back- 
ground of the air conditioning industry and gives 
pertinent information on the leading companies. 


Because the air conditioning field represents one 
of our most promising postwar industries, it should 
ptove of unusual interest to the investor with an 


eye on the future. 


J. S. BACHE & CO. 


MEMBERS NEW YORK STOCK EXCHANGE AND OTHER 
LEADING STOCK AND COMMODITY EXCHANGES 


36 Wall Street. New York 5, N. Y. 


Uptown Office 
Chrysler Bidg. 


Other Branch Offiees 
in principal cities 





DON’T LET UP—BUY MORE WAR Bonps | 





earnings continue to improve and 
the company is a field where peace- 
time prospects are accepted to be 
above average, continued retention 
would seem wise, particularly where 
appreciation is the objective. 





Who Owns the Public Debt? 





(Continued from page 601) 


ably will), future interest rate poli- 
cies and debt reduction policies. 

Naturally, debt management can- 
not be considered apart from other 
fiscal policies of the Government; it 
is an instrument of fiscal policy like 
taxation, borrowing and expendi- 
tures. 

One of the unique developments 
in financing this war, in contrast 
with the last war, has been the issu- 
ance of large amounts of non-market- 
able debt of which close to $43 bil- 
lion is now outstanding, primarily 
composed of U. S. savings bonds 
which come to about 75% of the 
total. Perhaps one of the first post- 
war problems will be the question of 
redemption or refunding of these 
non-marketable securities, the most 


widely held of all. While it is hoped 
that a substantial portion thereof 
will be carried to maturity by their 
present holders, this is by no means 
assured and probably depends on 
whether the drop in incomes during 
reconversion is not too severe and 
whether the subsequent revival of 
productive activity maintains a high 
level of national income. 

The question holds important 
inflationary connotations in two re- 
spects. First, war savings bonds con- 
stitute a large share of latent pur- 
chasing power to support the back- 
log of consumer demand. Therefore 
the timing and rate of redemption 
of these bonds form an important 
economic as well as fiscal problem. 
Large scale redemptions will have 
their most serious effect in the pres- 
sure upon the price level, for the 
proceeds will inevitably be spent. 
Also, the Government, to meet re- 
demption demand, would have to 
raise funds wherewith to cash them. 
If these are raised by bank borrow- 
ing, it would be another step towards 
inflation. They could hardly be 
raised by taxation. The scope of 
redemption naturally will greatly 
depend on the psychology of the 
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The Chesapeake and Ohio Railway Co. 


A dividend for the third quarter of 1944 of seventy-five 
cents per share on $25 par common stock will be paid 
October 2, 1944, to stockholders of record at close of 
business September 8, 1944. Transfer books will not close. 


H. F. Lohmeyer, Secretary 








notice. 





Armour and Company 
FIRST MORTGAGE BONDS 


Called for Redemption 


All of the First Mortgage Bonds, Series B and C, of Armour 
and Company of Delaware (assumed by Armour and Com- 
pany) and all of the First Mortgage Bonds, Series D, of 
Armour and Company, have been called for redemption, Series 
B and C on November 10, 1944, and Series D on October 11, 
1944, at 105% plus accrued interest to such redemption dates. 
For particulars reference is made to the official redemption 


Holders need not await such redemption dates to collect such 
interest. Full payment (principal, premium and interest to re- 
demption date) will be made immediately upon presentation of 
the bonds in accordance with the official redemption notice. 


Consult your local bank or broker for detailed information. 


ARMOUR AND COMPANY 
by G. A. EASTWOOD 
President 











reconversion period. Quick, easy re- 
conversion with only moderate tem- 
porary unemployment would tend 
to retard redemption demand while 
existence of considerable unemploy- 
ment, continuing for a longer pe- 
riod, would expedite it. Conditions 
would be aggravated, should prices 
rise further. For the higher the 
prices, the less the value of the post- 
war expenditure reserve represented 
by savings bonds, and the greater the 
resultant redemption pressure. 
Other pertinent factors are the 
post-war level of taxation and other 
cost elements, or more precisely, the 
surplus of spendable income after 
taxes with which desired goods can 
be purchased. This again in part 
will be a price question as well as 
one of income trends generally. If 
available money incomes are inade- 
quate for personal expenditures, the 
backlog of purchasing power lodged 
in war bonds will probably be re- 
sorted to in mounting degree. In 
turn, the actual value of this pur- 
chasing power will partly depend on 
the methods adopted by the Treasury 
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in securing funds for redemption, 
whether their effect is expansionary 
or inflationary. Most likely, the 
Treasury will have to depend largely 
upon non-bank investors for funds 
but here the ability to place loans 
will largely be determined by the 
interest rate offered. 

That the Federal debt affects our 
national economy in a great variety 
of ways is abundantly clear from the 
foregoing. The problems it creates 
are not merely fiscal but closely tie 
in with general economic policies 
affecting everyone. Every bond hold- 
er, and that means most of us, has 
a double stake. One is that inherent 
in the economic policies of the fu- 
ture as they affect his daily life and 
welfare generally. The other is whe- 
ther eventually he will receive full 
value for his investment or whether 
he will further suffer by dilution of 
the real value of his claim through 
inflation. 

Every aspect of this necessarily 
complex problem leads unmistakably 
to one conclusion: That we are mov- 
ing in a direction which may spell 


major difficulties for our econom 
While this is the inevitable oy 
growth of war necessity, the urgeng 
of countering the trend, after th, 
war, is apparent. The question js 4 
matter of ways and means. Debt ¢ 
pansion was forced by the exigencig 
of war and there is no question, thaj 
under proper economic managemen} 
we can readily carry and finally r 
duce it. This presupposes sound fx 
cal and monetary policy after th 
conflict and avoidance of post-wa 
pyramiding of debt. The psycho 
logical and political aspects of the 
problem merely serve to emphasix 
the necessity of such action. Once, 
boom psychology appears after the 
war, control measures may easily be 
rendered ineffective. On the other 
hand, should business development 
take an unfavorable course, further 
political demands for inflation are; 
foregone conclusion. The obviow 
task is to avoid both extremes. 





Inflation Around the World 





(Continued from page 603) 


to 200 per cent. 

As in the East, the control of in- 
flationary forces in Latin Ameria 
has been difficult. Some countrie 
have introduced price controls tha 
were modeled after ours and some 
real successes have been achieved in 
keeping the prices of imported in: 
dustrial products in line with the 
prices in the United States. Inter 
nal bond issues were put 
mop up purchasing power, 
success therein has varied \ 
from country to country. To keep 
the supply of money down the Co 
lombian central bank has been pat: 
ing in defense bonds the drafts de 
rived from exports, the proportior 
varying from 5 to 20 per cent. Golf 
markets have been established i 
Mexico, Argentina and Chile, bu 
the buyers in Chile must registe 
with the central bank. 

With the slackening of the order 
from the United States and with the 
improvement of the shipping situ 
tion which permits increased im: 
ports, the inflationary pressure hai 
abated somewhat, especially in the 
countries which are the exporters 0 
mining products, such as Chile, Mex 
ico, Bolivia and Peru. No actual 
decline in price levels has taken 
place except in Chile and Peru; the 
uncertainty existing in the Mexican 
black market has already been men- 
tioned. On the other hand, the re 
opening of Western European mat 
kets, subject, of course, to the avail 
ability of shipping, should result in 
higher prices for those Argentine, 
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How We Gauged Market Turn 


Prepare Now to Profit From 
Next Recovery Phase! 


Conservatively .. . as the market approached the peak of its last intermediate advance .. . 
we advised closing out Lima Locomotive with 214 points profit. Our short-term position 
was then neutral. 

Accurately . . . at the top . . . we recommended taking an additional profit of 12% points 
on Minneapolis Moline pf., making our investment position 70% liquid. The remaining 
securities are retained for income and capital building despite intervening movements. 
Here is the service you need to keep pace 
with today’s kaleidoscopic markets and the 
dynamic phases developing . . . to capital- 


Forecast subscribers are in the advanta- 
geous position of having their capital in- 
crease in purchasing power at the lower 


prices prevailing. They have the assur- 
ance of knowing that they will be ad- 
vised when to replace their short-term and 
investment holdings. 


ize on the great shifts in security values to 
be created by the accelerating transition 
from war to peace. In the vital period 
ahead, you can build capital and income. 


Capitalize on Today’s Markets... 


on Opportunities in the Making 


ol of in- ; ; oer ; ; 
onal Your enrollment with The Forecast at this time can be worth to you many times its 


countries subscription cost. We will... 


1. Appraise your present securities and advise you what to 
sell . . . what to hold. 

2. Send you our weekly analysis of current market and 
next stage of advance . . . gearing your position to the 
market’s outlook. 

3. Advise you of our new security selections and tell you 
when to buy . spectacular potential leaders and 

selected low-priced situations. 

. Follow through each commitment and advise you 


when to sell. 


por tion ; e 
t. Gold Only 4 points profit on 20 shares will cover your enrollment for a full year. Take advan- 
hed inf § tage of our special offer of FREE service as outlined on the coupon below. 
ile, bull } 7 . 
We suggest that you enroll now to be sure to participate in our new campaign from the 


registe! aol 
very beginning. 
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Brazilian and Uruguayan farm prod- 
ucts, which have been depressed dur- 
ing the war. Coffee, sugar, and cocoa 
are likewise heading for higher 
levels. Thus, while the prices of im- 
ported products may go down, the 
prices of some of the domestic prod- 
ucts may go up. Incidentally, the 
Cuban cost of living has advanced 
sharply in recent months, unques- 
tionably reflecting the expansion of 
the Island’s purchasing power, 
brought about by large exports of 
sugar and by-products. 

Although wages and costs have 
increased considerably throughout 
Latin America, the price level will 
probably come down very quickly, 
when the transportation and_ the 
movement of trade are normalized. 
The exceptions may be Mexico and 
Chile. 

Price levels in the third group of 
countries, including the United 
States, Great Britain and Dominions, 
have advanced but a few points since 
the end of 1942, despite huge deficit 
financing. The increase in money 
supply in all these countries (cir- 
culation and bank deposits) are in 
most cases considerably greater than 
the price and cost of living advances. 
The relaxation of war production 
and the improvement in shipping is 
likely to make the task of maintain- 
ing the stability of the price level 
somewhat easier, but the potential- 
ity of further inflation is still present. 

The somewhat higher price level 
in Great Britain and South Africa 
reflects the relatively greater de- 
pendence of these two countries 
upon imports. The departure of 
Allied forces from Great Britain is 
likely to reduce the demand for the 
available supplies of goods. Since 
the invasion, there has been a 
noticeable fall in the rate of expan- 
sion of note circulation. 

The fourth group includes the 
countries on the Continent of 
Europe. The wholesale price level 
of this group, on an average about 
100 per above pre-war (except in 
the case of Germany), as shown by 
official indexes, has changed rela- 
tively little since the end of 1942, 
with the exception of Hungary, Por- 
tugal, Spain, and Finland. Large ex- 
port surpluses and the inflow of 
funds, as against limited supplies of 
goods available for purchase, has led 
in Portugal and Spain to an infla- 
tion similar to that in Latin Amer- 
ica. Here again the restoration of 
the normal flow of goods will prob- 
ably result in a quick readjustment 
of prices. 

Elsewhere on the Continent, the 
inflationary conditions vary greatly. 
All occupied countries (Finland ex- 
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cepted) have built up large holdings 
of reichsmarks as proceeds of their 
exports to the Reich. In addition 
they have spent local currencies for 
payment of occupation costs. It has 
been reliably estimated that in the 
two and half years up to the end of 
1942, Germany had probably re- 
ceived in contributions something 
like 50 billion reichsmarks (includ- 
ing levies on the occupied parts of 
Russia). Since the rate of these con- 
tributions, of which about two-thirds 
represented occupation costs, was 
about go billion reichsmarks a year 
in 1943, Germany has probably re- 
ceived by this time around 100 bil- 
lion reichsmarks. 

The financing of such vast sums 
has naturally led to a great expan- 
sion of money supplies. As will be 
seen from the last table, both notes 
in circulation and bank deposits of 
Continental countries have expand- 
ed several fold. Catastrophic run- 
away inflation developed in Greece, 
where by the end of 1943 the note 
circulation reached 1 _ trillion 
drachmas, a figure almost 150 times 
as large as before the war. The 
whole economy of the country col- 
lapsed as the imports ceased, the 
earnings of the merchant marine 
were withheld abroad, and the im- 
portant tobacco producing regions 
(the main source of revenue) were 
given to Bulgaria. 

Occupied countries have tried to 
mop up the excess purchasing power 
by paying the exporters in blocked 
Treasury certificates or by floating 
internal “sterilization” loans. In 
Denmark, where the rise of note 
circulation has been least _pro- 
nounced, among other things a cer- 
tain proportion of the bank cash 
reserves have been tied up for the 
duration. 


The great problem of the future 
is what value is to be given to the 
tremendous supply of money now 
in the hands of public on the Con- 
tinent. Complete repudiation would 
obviously work a serious injustice 
upon the broad masses of the pop- 
ulation. To adjust the supply to a 
more normal level, the Provisional 
Government of France now proposes 
the reduction of the present circula- 
tion of about 550 billion francs down 
to about 250 billions. The idea is 
evidently to stamp one half of the 
notes in circulation and to cancel 
the other half. At the same time all 
bank accounts are to be frozen ex- 
cept for monthly withdrawals, the 
size of which is in turn to depend 
upon the existing price level. A sim- 
ilar procedure is to be adopted by 
the Belgian and Netherland Govern- 
ments, 





As I See It! 





(Continued from page 593) 


sound and substantial peace, t 
must be a political balance bet 

Russia and Britain in Europe 

in the Mediterranean. Such as 
ance would have the effect of 

ting British and Russian object 
along a constructive pattern in 
der to secure the best results 
their own plans. The power of 
United States will have an im 
tant influence because of our in 
est in peace in both the Atlantic 3 
the Pacific. 

All the elements for a firm frie 
ship between Russia and the Uni 
States already exist and mutual c 
fidence and collaboration would 
a long way toward cementing 
friendship. However, friendship 
built on mutual respect. This wo 
be particularly true in the case 
Russia, who has always shown gr 
contempt for appeasement by pq 
erful nations. We must, therefo 
firmly stand our ground against 
croachments and continually br 
Russia to recognition and acc 
tance of the compromises that 
need for our security and well-bei 

Russia has suffered greatly a 
been bled white in this war. § 
will need our co-operation a 
friendship in order to more quic 
solve her problems of rehabilitati 
so necessary to her welfare and e 
nomic development. Everythi 
points to the willingness of o 
country to co-operate and collab 
ate with Russia to the end that 
people may have the opportun 
to develop and benefit from the p 
suits of peace. They have kno 
enough of disaster and privation. 

If Stalin is really as interested 
this kind of a world as he profes 
to be when he first talked with o 
leaders in Russia, then there 
be a real peace after this war is 0 
instead of an armed truce. 








IN THE NEXT ISSUE 


* 


Potentials For Each 
Industry 


—as reconversion planning gets 
down to brass tacks— 


By E. A. KRAUSS 
Basic Shifts Ahead In Our 
Commodity Export Position 
By GEORGE S. KENT 














THE MAGAZINE OF WALL STREE 








